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INTRODUCTION 
In a discussion of possible programs for nonindustrial private forest (NIPF) 
management, Kessler (1978) mentioned as a possible course of action the 
establishment of concentration, merchandising, and marketing centers to improve 
the markets for NIPF timber. This suggestion needs to be seriously explored as a 
means to move low grade hardwood materials into productive uses. 
Over 7.5 million people are owners of private woodlands (Waddell et al. 
1989). The total acres of forestland under NIPF control is estimated to be 333.1 
million acres (Waddell et al. 1989). Most of these forested acres receive little 
management effort. Large volumes of poor quality wood are being produced 
because of years of limited or nonexistent management. Resulting stands are 
generally in need of timber stand improvement, primarily in the form of removal of 
undesirable trees. Such trees are usually low grade hardwoods of poor form, poor 
quality, or undesired species. 
As identified by "White and Plaskett (1981), the scope of low grade materials 
goes beyond the NIPF setting to include other sources of materials, but Kessler's 
assertion would remain the same. A concentration, merchandising, and marketing 
center approach would help connect supplies of low grade hardwood materials with 
productive uses in the marketplace. 
A marketing center approach could provide a coordinating linkage between 
users in the fuel, fiber and chemical markets and many small producers whose 
individual contributions of hardwood volumes would be insignificant. Wholesale 
and retail markets for hardwood materials could be pursued or developed by a 
marketing center that is able to ensure dependable deliveries. By focusing on user 
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needs in various markets, each marketing center could assemble potential 
supplies to provide the particular characteristics and quantities desired by their 
potential customers. In this manner, each marketing center would coordinate 
matches between the cadre of sources and individual potential customers in 
various markets. Usually such markets could not be served by small individual 
suppliers. 
The only motivation svifficient to induce the establishment of a marketing 
center would be an expectation of profits. To determine the possible profits from a 
given marketing center opportunity, there would be a need to acquire data 
sufficient to provide estimates of the potential center's revenues and expenses. A 
market study to achieve a revenue estimate would need to explore possible target 
markets and examine potential buyers. The possible products with descriptions of 
their anticipated characteristics, volumes, and prices would need to be identified. 
Quantification of target market sizes and identification of existing or potential 
competition factors would be needed. 
An explanation or description of operations would be needed for analysis of 
each marketing center's anticipated operating costs and administrative expenses. 
The expected costs of supplies, equipment, and labor would need to be documented. 
Estimates of operational efficiency levels would be required to convert production 
costs to amounts of product output. Marketing and administrative expenses 
would be estimated. Organizational structure, capital equipment requirements, 
interest payments, and tax consequences would all affect the profit potential of 
each marketing center opportunity. 
A "quick and dirty" analysis of a given marketing center idea would not 
necessarily be quick due to the number of aspects involved in the profit estimate. 
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Ignoring or short-cutting examination of any of these aspects could lead to very 
erroneous profit expectations. The workload required to produce a reliable 
estimate of profitability for a hardwood marketing center idea is usually large 
enough to deter its undertaking. Without an organized, structured approach, a 
profitability study might miss one or more critical aspects of revenues or 
expenses. Such deletions would lower the reliability of the profit estimate. To 
provide an organized, market-oriented approach to estimating profit potential of 
individual marketing center scenarios, the work documented in this paper was 
undertaken. 
A framework was developed for analyzing the potential of marketing 
centers that draw from diverse spectrums of producers and market to varying 
arrays of users. This firamework provides a template for an entrepreneur to 
examine financial implications of his or her particular marketing center idea. The 
creation of a profitable intermediary to link producers with viable markets would 
allow increased resource utilization and important localized economic 
development. By organizing data collection, providing financial projections for 
marketing center scenarios, and providing "what if capabilities, this framework 
aids entrepreneurs in identifying profitable opportunities in marketing low quality 
hardwoods. 
The analytical fi*amework does not depend on the physical or legal form 
taken by the marketing center. Attempts have been made to keep the framework 
flexible in its application with regard to business form and product mix. The 
functional form of a marketing center for low quality hardwoods could range from 
an extended division of an existing wood-using industry to a new division of an 
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existing grain or utility cooperative to a woodland owners' cooperative to an 
individual with a telephone and Usts of buyers and sources. 
The framework is intended to facilitate quicker and more complete analysis 
by those individuals who identify user needs and develop product ideas. 
Accordingly, recommended products are not identified by the framework. 
Examples of products will be discussed for illustration purposes, but this paper is 
not intended to describe those markets or product mixes that should be preferred 
or pursued by individuals wanting to market low quality hardwoods. In a similar 
manner, this paper does not provide a recommended organizational description of 
a marketing center. The profitability of any center will be highly dependent on the 
particular vision, innovation, and circumstances of its creators. The paper does 
not (except for purposes of illustration) provide coefficients of operational 
efficiencies, market prices for products, costs of inputs, or estimates of 
profitability for any existing or planned marketing center. 
The focus of this paper is the development of a business planning 
framework that allows fiinandal projections to be made for individual hardwood 
marketing businesses. The objective of this work is to provide an analytical tool to 
examine financial aspects of scenarios that implement a concentration, 
merchandising, and marketing center strategy to market low quality hardwoods. 
This analytical tool provides: 1) an organized approach to identifying information 
needed for financial analysis of new ventures; 2) projected financial statements 
for the first three years of a new venture's operations, (i.e., an income statement, 
a balance statement, and a cash flow statement); 3) financial ratios of 
profitability and liquidity; and 4) capability to perform "what if analysis to 
examine sensitivity of the results. 
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Entrepreneurs use business plans to communicate to lenders and 
investors. The financial statements produced by the planning package should be 
suitable for inclusion in a business plan's financial section to communicate a new 
venture's anticipated financial performance. 
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LITERATURE REVIEW 
Forest Management Concerns 
Market development for small and/or low-grade hardwoods was the highest 
rated research topic in a survey conducted by the Northeast Forest Resources 
Extension Council (Broderick et al. 1991). This survey of field foresters in the 
northeastern United States asked respondents to rank 46 specific potential 
research topics according to need. Of 660 respondents, 632 indicated the need for 
research in this topic area was important to practicing foresters. 
As the survey in the Northeast indicated, foresters perceive that market 
development for lower grade material is needed to achieve increased utilization of 
hardwood resources. Improved markets for low grade hardwoods would enhance 
the economics of forest improvement practices by providing some short term 
returns. Improvement practices that can generate cash to offset some of the 
improvement costs could induce more landowners to practice increased levels of 
forest management. 
The low-grade hardwood problem in the southern United States is discussed 
by Goldstein et al. (1978). They define low-grade hardwoods as hardwood material 
that is suitable neither for structural applications nor for pulping because of size, 
species, defects, or bark content. 
One indication of potential low-grade volumes available in hardwood forests 
and currently ready for removal and use was identified by Countryman et al. 
(1985). In an Iowa study that examined three upland hardwood forest types, 
which comprise 55% of this state's commercial forest, Countryman et al. 
estimated that an average of 9.57 to 12.33 cords of firewood per acre were ready 
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for removal. Across a total of 1,232,600 private acres of these forest types in 
Iowa (Brand and Walkowiak 1991), a potential 11.5 million to 14.8 million cords of 
firewood is ready for immediate removal based upon standard silviculture 
prescriptions for the management of timber stands. 
Prescriptions used by Countryman et al. were based on work by Roach and 
Gingrich (1975) to improve the forest stands without detrimental effects to the 
resource base. The prescriptions would be expected to improve tree growth and 
forest productivity. Higher economic returns from the resource base would be 
anticipated through increased production of higher quality materials. Without 
markets for the low quality materials that the study identifies for removal, many 
of the recommended stand prescriptions will not be implemented. Landowners 
who wish to achieve a goal of increased financial returns from their forest 
resources would benefit from better access to markets for low quality hardwood 
materials. 
Some thirty years ago, Stoddard (1961) characterized the timber products 
market situation as one with many small sellers and relatively few buyers. Often 
the only market price information available to the timber seller is that provided by 
the buyer. Stoddard pointed out that an inefiicient market structure with its 
absence of central exchange facilities causes difficulties for small forest products 
producers. More recently, Koning and Skog (1987) echo the need for centralized 
marketing in the context of fuelwood harvesting. An improved marketing 
mechanism, such as a concentration, merchandising, and marketing center would 
benefit sporatic sellers of hardwoods. 
Softwoods are more commercially important in the United States than 
hardwoods (Sinclair 1992). While softwood lumber production was estimated to be 
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36.825 billion board feet in 1990 (Widman 1991), production of hardwood lumber 
was estimated to be less than 11 billion board feet in 1987. This hardwood 
production has been estimated to account for about one-third of the value of all 
domestically produced lumber (Luppold and Dempsey 1989). 
Markets for hardwood lumber have received less research attention than 
softwoods (Sinclair 1992). In contrast to the softwood market with its large 
integrated firms, the hardwood lumber industry is fragmented in nature and 
characterized by smaller independent operations. With relatively little attention 
given to hardwood lumber markets in scientific and economic literature, even less 
attention is afforded hardwood materials that are of low quality or small size. 
The distribution channels of the hardwood lumber industry are outlined by 
Sinclair (1992) as shown in Figure 1, Since many manufacturers in the industry 
produce small volumes, lumber brokers, concentration yards, and distribution 
yards play important intermediary roles in the system. These intermediaries 
perform market services, principally the consolidation of quantities that are too 
small individually for efEicient marketing. Since hardwood lumber, as a product, 
can vary in terms of species, moisture content, level of processing, thickness, 
length, and percent defect, manufacturers and users often require consolidation 
assistance from intermediaries to assemble shipment quantities that meet 
customer specifiications. 
Similar intermediary services would be helpfial in creating and maintaining 
distribution channels for low-quality hardwoods. Efficiently converting varied 
hardwood resource inputs into delivered products with customer-defined attributes 
would be the challenge for an intermediary in any low-quality hardwood 
distribution channel. 
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Figure 1. Typical distribution channels for hardwood lumber (Sinclair 1992) 
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Possible Sources of Low Quality Hardwoods 
Hardwood of high quality is a valuable commodity used in the production of 
furniture, cabinets, and various millwork products (Sinclair 1992). High quality 
wood readily moves through economic transactions to ultimate end users. Low 
quality hardwoods, if commercially suitable, are primarily used in three major 
market segments: pallets, flooring, and railroad ties. A large volume of the lowest 
quality materials that generally does not move to productive use is often referred 
to as wood waste or wood residues or as cull trees remaining in the forest. 
Wood waste involves four categories (White and Plaskett 1981): (1) Forest 
harvest waste, (2) Process plant waste, (3) Cull trees, and (4) Municipal solid 
waste. 
Harvest residues are those materials left on-site after a logging operation. 
A clearcut harvest may leave up to 40% of the total above-ground biomass as 
residue (Zerbe 1977). 
Plant residues include bark, sawdust, and trimmings from sawmills, pulp 
mills, and other processing factories. These residues can represent up to 30% of 
the wood delivered to a plant (Zerbe 1977). 
Cull trees would be the category that includes the 'non-commercial' or low-
commercial' timber found in today's forests. These are the trees of unsatisfactory 
species, soundness, form, or quality that are largely found in unmanaged stands 
(Zerbe 1977). In a broader sense, any hardwood removals for purposes of timber 
stand improvement would be considered source materials. 
Municipal solid waste (MSW) typically contains large amounts of woody 
materials. Although some cities have adopted energy producing facilities using 
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MSW-derived fuels, urban wood wastes have, in the past, been placed in landfills 
or burned in open fields. Suitable disposal alternatives for urban tree removals 
are becoming increasingly important. 
Illustrations of Product Opportunities 
The intent of this paper is not to list products that should be produced by 
individual marketing centers. This paper builds a business planning framework to 
use in analyzing prospective business opportunities. Before explaining this 
framework however, some discussion of market opportunities is warranted. This 
discussion is for the purpose of stimulating entrepreneurial ideas and visions of 
possible scenarios. 
Some opportunities exist that require little capital investment, while others 
use large investments in capital equipment or highly-trained labor. Marsinko 
(1984) examines the use of small and mid-scale firewood production operations as 
potential sources of extra revenues for arborists. The existing firewood producers 
surveyed by Marsinko were primarily very small firms, often a one- or two-person 
part-time operation. Folkema (1984), on the other hand, discusses high-volume 
firewood operations that could require over $250,000 in startup capital. Morgan 
(1990) provides information on an inexpensive hydraulic press that can be used to 
convert sawdust into products resembling moulded high-density fiberboard. 
Special moulds are used to convert wood wastes into three-dimensional shapes for 
an intricately "carved" look on doors, coffins, and other items. The hydraulic 
system can also be used to bond laminate overlays to the moulded wood profiles. 
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New composite wood technologies are helping to stretch available timber 
supplies. Ransom (1990) explains how laminated lumber substitutes provide a 
use for low-quaUty hardwoods in engineered composites that are stronger and 
more durable than conventional lumber. Secondary processing of lumber is 
recommended by Mater (1990) as a method of attracting wood-using customers. 
She argues that 'value-added' processing to produce furniture parts, mirror 
frames, towel racks, ladder components, do-it-yourself project kits, and other wide 
ranging products can be a competitive strategy. In addition, she explains that 
secondary products can meet specific customer needs while using lower grades, 
shorter pieces and alternate species. 
Wilhelm (1991) identifies the raw material needs for the cabinet and 
furniture industries. The cabinet industry uses an estimated 315 million board 
feet of hardwood lumber per year. This volume is primarily #1 Common and #2 
Common grades of solid hardwood lumber from species with appropriate grain and 
color. Furniture lumber, however, encompasses a much wider range of species 
and grades. Concerning the roughly 2 billion board feet of hardwood lumber used 
per year in the furniture industry, Wilhelm anticipates increases in utilization of 
smaller and lower-quality trees. An increase in the acceptability of some of the 
lesser utilized species of hardwoods is also expected. 
The importance of using value-added processing to obtain more value from 
lower quality oak is discussed by Hendricks (1991). He advocates using 
conversion processes that are designed to recover more useable pieces from lower 
grade logs. He expects the sawmill of the future to produce marketable products 
by including the use of roughing mills to make rough furniture parts. Appropriate 
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customer-focused processing would allow profits to be generated even with the use 
of lower quality hardwood inputs. 
Campbell and Tripepi (1992) discuss uses of logyard residues. They note 
how composting could be used to convert these residues into more valuable, 
marketable products. These product opportunities could include mulch 
applications, horticultural soil amendments, agricultural soil amendments, mining 
reclamation applications, and landfill covers. Specific product characteristics 
could be obtained by screening and classifying original residue materials and then 
blending these materials with other ingredients, such as clay, manure, or sewage 
sludge. 
Landscape applications of wood chip mulch are beneficial to trees in urban 
settings (Watson 1988, Green and Watson 1989, Himelick and Watson 1990, 
Watson and Kupkowski 1991). The development of suitable landscape mulch 
products would seem to be appropriate for a marketing center utilizing low quality 
hardwoods. Other possibilities might include the use of hardwood bark in 
packaging materials for bare root nursery stock (Gartner, Klett, and Saupe 1971) 
and in media for container-grown ornamentals (Gartner, Meyer and Saupe 1971) 
and greenhouse pot flowers (Scott and Bearce 1972, Szopa et al. 1973). 
The most common use that is proposed for low quality hardwoods is burning 
for energy. Patterson and Zinn (1990) review the technologies that can use wood 
as an energy resource. They note that wood is generally a much more competitive 
fuel for small-scale energy than for large systems. Small systems using on-site or 
nearby supplies of wood residues incur only modest wood fuel purchase and 
transportation costs. Patterson and Zinn explain that since wood residues mostly 
exist in small, scattered supplies, gathering wood for a large-scale system would 
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incur significant transportation costs. They do note, however, that a large in-
house wood residue supply can support a large energy system, as exists at most 
large wood products mills. 
Many facilities currently use wood as fuel as indicated by a directory of 
users published by the Midwest Universities Energy Consortium (1985). West 
and Mills (1990) provide survey results examining use of biomass fuels for 
cogeneration by forest products industries. 
The use of wood fuel in a co-firing system with another fuel such as coal is 
much more complex than simply putting two fuels in the same firebox. Boiler 
design and operation depends greatly on the fuels used and their combustion 
characteristics (Tillman 1991). Successful burning of a wood and coal 
combination was accomplished on a large scale at two 173 megawatt power 
plants in South Carolina (Anonymous 1990). 
Wood fuels are desirable sources of energy (Tillman 1978, Tillman et al. 
1981). Wood can be used relatively efficiently for fuel provided: 1) extraction 
costs are minimized; 2) transportation distances are 30 to 50 miles, or less; and 3) 
energy recovery processes used are direct combustion, pyrolysis, or gasification 
(Tillman 1978). 
Securing a Supply of Materials 
New businesses involved in hardwood marketing would require active, 
dedicated management support to make the business successful. Not only would 
they need to seek out and sell their products to customers, the businesses would 
possibly need to seek out and sell their marketing services to landowners and 
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other producers. Benefits would have to accrue to landowners and producers in 
addition to the marketing center before the marketing channel could become fully 
established. 
As the pulp and paper industry developed in the southeast United States, it 
experienced a problem of obtaining a relatively steady flow of wood to the mills. 
One resulting solution to this procurement problem was the development of a 
wood dealer system (Flick 1985). This supply system moves timber from 
landowners and producers through wood dealers to the manufacturing facility 
capable of paying the highest price. The dealers are independent contractors who 
agree to deliver a specified volume of wood for a given mill. In turn, these dealers 
contract with several producers to put together the specified quantity of wood. 
Such a procurement/supply system would be reasonable for moving 
hardwood materials to productive utilization. The system has flexibility allowing 
product separation to meet varying local and regional marketing opportunities. 
Also, the system is capable of drawing firom small, periodic sources to assemble 
reliable shipments. 
Potential suppliers to a marketing center would likely be diverse and 
unrelated. Materials would need to be actively soUcited by the center based upon 
satisfying the needs of the various suppliers. The center could effectively become 
the hub of a system similar to the procurement methods used by the pulp and 
paper industry. 
Bierlich (1991) explains the importance of skilled professional workers in 
timber harvesting operations. He advocates harvest systems that merchandise 
hardwood logs at the stump. These systems obtain increased product and grade 
recovery from the resource by improving utilization levels and production 
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efficiencies at later processing stages. A marketing center could use similar 
merchandising strategies to recover values from low-quality materials. 
A focus on the products to be sold by a marketing center would allow a 
chainsaw operator to optimize the utilization of low grade materials. One factor of 
success for hardwood marketing centers would be the training, recognition, and 
incentives provided to in-house and contract logging operators concerning product 
differentiation and sorting conducted at harvest sites. 
One strategy for increased utilization of low grade hardwoods has been put 
into practice by Alabama River Woodlands (Brinker 1990). Adopting a practice 
used in Scandinavian countries, this company offers opportunities to small-scale 
independent logging contractors. With a program called "Banked Wood," the 
company coordinates a system where small operators harvest pulpwood with a 
chainsaw and, using a prehauler, forward the wood to a road. Weekly roadside 
scaling is used to monitor production and allow prompt payment to loggers and 
landowners. The company is able to use the roadside inventories as production 
buffers and can arrange efficient transportation, thus reducing hauling costs. 
The Banked Wood program is comparable to the Pack-A-Back forwarding 
system used by the Packaging Corporation of America in northern Wisconsin 
(Bierlich 1991). In a time study conducted on this company's operations, a three-
person crew, including the Pack-A-Back operator, was capable of delivering 25 to 
30 cords to the roadside per day. 
Duerr (1960) discusses marketing agencies and their various schemes for 
concentrating wood resources and dispersing wood products. Comparing softwood 
concentration strategies to hardwood circumstances, he notes that hardwood 
lumber is used mainly in manufacturing as opposed to softwood's use in 
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construction. Accordingly, there are fundamental differences between softwood 
and hardwood grade lumber. Most of the value of hardwood lumber is determined 
in the process of log making and sawing. Where softwood logging and sawing 
mistakes may be corrected during seasoning and finishing, hardwood mistakes 
often can not be remedied. 
Marketing centers active in the hardwood grade lumber market must focus 
some attention on the procurement process and the quality of the woods and mill 
operations. Marketing centers dealing in low-grade hardwoods may or may not 
have such concerns. For example, a center that focuses strictly on delivering 
hardwood chips to power plant boilers may have only minimal concerns on the 
methods of harvest used by its suppliers. However, if this same center were to 
extract small blanks of furniture stock prior to chipping, the number and quality of 
available blanks in the supplied logs would depend on the quality of the harvest 
operations. 
To address the needs of its suppliers, the center could be operated as a 
cooperative. This form of business may be suitable in some circumstances, but 
the concept of a marketing center drawing from several diverse sources may not 
lend itself to dependence on the membership of a cooperative. Cooperatives tend 
to require the grassroots support of many member-patrons to be successful. With 
limited time to devote to woodland concerns, landowners and other producers are 
not likely to provide active support for a marketing entity in the cooperative form. 
A possible exception may be the implementation of hardwood marketing activities 
by an existing farmer-owned cooperative seeking to diversify its operations. 
The forest cooperative has been discussed and attempted for more than 50 
years as a method of improving the supply of timber products from small 
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woodlands (Dempsey 1968). Over the years, forest cooperatives and landowner 
associations have had limited success. Siebert et al: (1986) more recently 
discussed the successful characteristics of fuelwood cooperatives operating in 
New England. This study indicated that successful cooperatives had strong local 
support from an active membership. A study by McComb (1978) of successful 
cooperatives in the Southeast had similar findings. Most cooperatives were 
organized to meet a specific objective. Enthusiastic participation of members and 
persistent determination of leadership seem to be keys to success. 
The use of cooperatives or landowner associations has been promoted in the 
past (Stoddard 1964, Cloud 1969). Stoddard's additional proposals (Stoddard 
1978) address the problem of diseconomies of scale. Small owners are not in the 
wood-producing business. These sentiments are repeated by Kessler (1978) who 
argues that landowners, with their individual ownership and investment goals, 
must be involved in the development of any forestry program for nonindustrial 
private forest owners. If a forestry program is to succeed in increasing the flow of 
goods from small owners, landowner goals must be satisfied. 
Stoddard (1961) discusses the Otsego Forest Products Cooperative which 
was established in New York in 1936. A lesson provided by this cooperative was 
that relatively few members would cut and deliver logs to the mill. On occasion, 
the cooperative's mill would shut down due to a log shortage and cooperative 
employees were deployed to perform logging services. The lack of dependable 
supply forced the cooperative to focus on short-term log procurement rather than 
long-term forestry objectives. Stoddard (1961) explains that early intentions of 
the cooperative included providing an incentive to landowners to remove lower 
grade timber. Dempsey (1968) reports that Otsego Forest Products Cooperative 
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discontinued operations in 1961 rather than undertake extensive capital 
improvements. 
A study of Vermont landowners (Gilbert et al. 1987) underscores the need 
to consider landowner interests in programs intended to increase wood supplies. 
Several factors were found to influence the decisions of landowners to supply 
fuelwood. While the market price of fuelwood was identified as one of the factors 
involved, it was not considered to be a major concern affecting harvesting 
decisions of forest landowners. The majority of Vermont landowners studied 
appeared to require incentives apart from income to influence them to harvest or 
sell fuelwood stumpage. Landowner reasons for not harvesting included trees that 
were too small and aesthetic quality that would be diminished. 
Young and Reichenbach (1987) examined the behavior of nonindustrial 
private forest landowners in Illinois within a framework of social and psychological 
factors. The attitudes and beliefs of owners had significant relationships with the 
likelihood of timber harvest. Owners considered several factors as they evaluated 
the perceived outcomes of wood production. Many owners in Illinois do not intend 
to produce wood products on their land because of their perceptions of the 
outcomes of timber harvest. 
The establishment of marketing centers that actively solicit materials from 
landowners and other producers must recognize the variety of objectives held by 
these suppliers. Since landowners would independently decide whether or not to 
supply hardwood materials, marketing centers, or their wood agents, would need to 
ensure that the concerns and perceptions of landowners are fully understood 
during solicitation and harvest of any materials. 
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Rural Economic Development 
Forest resources are providing new business opportunities in New York 
through activities of several Resource Conservation and Development groups 
(Koehler 1990). Local forestry committees work to expand markets for local 
timber resources. By developing products such as post-and-beam house kits and 
hardwood timber bridges, these groups have worked with entrepreneurs to expand 
businesses, increase local employment and improve rural economic conditions. 
The New York groups recognize an overabundance of low-grade timber materials 
as potential input for marketable products. 
A marketing center stategy for marketing wood products would be useful in 
developing economic activities for rural areas with high percentages of commercial 
forest acres. For example, Table 1 lists Iowa counties that have more than 7% of 
the land area classified as commercial forest (Spencer and Jakes 1980). 
Of the nine Iowa counties with per capita personal income below $10,000 in 
1984 according to the U.S. Department of Commerce (1988), seven are included in 
Table 1. Of the 17 counties Usted in Table 1, twelve were in the lowest 24 counties 
on a per capita personal income basis for 1984. Improved marketing of low-
quality hardwoods could provide an economic stimulus for improved resource use. 
An example of an area that may be suited for a marketing center strategy 
is an eight-county area around Creston (Adair, Adams, Clarke, Decatur, Madison, 
Ringgold, Taylor, and Union counties) in southern Iowa. This area contains 
126,500 acres of commercial forest land (Ostrum 1976). An estimate of aboutlO 
cords/acre, suggested by Countryman et al. (1985), yields a projection of 
1,265,000 cords of immediately available firewood. At a retail value of $110/cord, 
the projected supply of firewood would be worth $139 million. 
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Table 1. Percent commercial forest land by county 
Commercial Commercial 
Countv Forest (%) Countv Forest (%) 
Allamakee 25 Dubuque 9 
Clayton 16 Louisa 9 
Lee 15 Appanoose 8 
Jackson 14 Clarke 8 
Monroe 12 Davis 8 
Van Buren 12 Decatur 8 
Lucas 11 Henry 8 
Des Moines 10 Wapello 8 
Winneshiek 9 
This area has some particular advantages that may make a marketing 
center extremely effective. For example, easy access to rail transportation for 
shipment of large quantities of firewood may make movement and sale of 
substantial amounts of firewood per year a possibility. The Denver area is a 
significant market that may be within reach with an appropriate method of 
marketing. Oak firewood produced near Creston may compete very strongly with 
the pine firewood produced in Colorado. In addition, smaller, but still important, 
markets such as Omaha, Council Bluffs, and Des Moines would be within easy 
reach for firewood shipments. A successful marketing entity could give a 
significant boost to local economies with adequate forest resources. 
Developing forest products may provide diversification opportunities for 
existing farm cooperatives with members who own forest land. Midwest grain 
elevators have had profits decline since 1987 levels (Looker 1991). Some 
elevators are focusing efforts on servicing specific niche markets for higher-value 
grain (Muhm 1992). Farm cooperatives with accessible forest resources may 
benefit from marketing products from low-quality hardwoods. 
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MODEL DEVELOPMENT 
A Marketing Center Strategy 
In the manner that a grain elevator concentrates grain, a successful 
marketing entity for hardwoods could pool materials from many small producers. 
As suggested by Koning and Skog (1987), such pooling would allow the marketing 
center to pursue economies of scale in processing and transportation. By 
combining the outputs of many small, intermittent producers, the marketing 
center could develop a larger, sustained flow of materials suitable for securing and 
servicing large-scale on-going customers. This strategy could offer an economic 
stimulus for an under-utilized wood resource. 
The center's primary purpose would be to translate specific products 
demanded by the marketplace into hardwood use opportunities. The center would 
need to be highly sensitive to the full range of product attributes desired by 
individual customers. Required attributes would include such intangible aspects 
as consistency of product characteristics and dependability of service. The 
operational purpose of the center would be to assemble materials from a variety 
of small, periodic producers into the proper functional forms as demanded by its 
customers. 
Increased markets developed by a marketing center could allow improved 
utilization of low quality materials. Better use of these materials would help 
generate some additional cash flow from forest ownership. The strategy would 
require identification or development of sustainable uses as well as specialized 
markets. Longer-term, commodity-style uses might be needed to provide base 
levels of resource use. Specialized markets would provide higher profit margins 
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per product unit. Initially, the impetus to use low grade wood materials could be 
driven by large volumes of woody materials that are under-utilized. Since these 
materials take diverse forms such as sawmill residues, logging residues, urban 
tree removals, and timber stand improvement removals, and their volumes under 
individual owners tend to be relatively small, the critical development in the use of 
these materials would be the linkage between the individual owners/producers and 
the potential markets. 
A conceptual model depicting the marketing entity as a concentration yard 
is illustrated in Figure 2. This business would focus on developing markets and 
satisfying its customers by delivering products and services derived from 
hardwood materials. 
By carefully focusing on the needs of its customers during material 
aquisitions and processing, the center could establish a commitment to provide 
the desired product at the right place and time for the right price. To develop 
sustained contracts with customers, the marketing center would need to prove its 
reliability. Maintaining a customer focus, the center would quickly and 
appropriately adapt to the changing needs of its markets. 
A possible mission statement to direct marketing center actions might be: 
"satisfy customers with competitive products produced from low quality 
hardwoods." By focusing on customer satisfaction, and not particular commodity 
or product production, the business would devote its attention to those profit-
enhancing activities that keep customers happy. Leadership of the business 
would be wise to carefully maintain a customer focus even during times when 
attention is devoted to wood residue sources and production efficiencies. 
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Sources Potential Markets 
Sawmill Residues 
Timber Stand 
Improvement Activity 
Logging Residues 
Short Rotation Woody Crops 
Urban Trees 
Concentration 
Bulk Firewood 
• Specialty Firewood 
Wood Chips 
•Pulp 
-Energy 
-Landscaping 
Sawdust/Wood Shavings 
Wood Pellets 
Specialty Products 
Figure 2. Illustration of marketing strategies for low quality hardwoods 
The functional activities of the center could include: (1) identification of 
markets, (2) receiving/collecting materials, (3) matching material inputs to 
market needs (i.e., sorting, processing, or packaging), and (4) shipping. Since 
transportation costs are significant in the handling of wood materials, an 
important function of the marketing business would be the identification of low-
cost hauling options. For example, a competitive advantage would arise in 
situations where inexpensive backhauls could be used to move hardwood 
materials at lower-than-normal trucking rates. 
Two product categories that would likely be initially considered by any 
marketing venture would be bulk firewood markets and energy woodchip markets. 
These two markets might each offer sufficient size to utiHze large quantities of 
production. Market research would be needed to identify economically-close 
facilities or power plants capable of burning locally-produced woodchips with, or in 
place of, imported fuels. Establishment of a marketing link that could provide a 
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consistent, contracted flow of hardwood chips would allow users an opportunity to 
consider the advantages of burning wood. 
The marketing center could contract with retail distributors and large 
consumers to secure markets for hardwood materials. While securing such 
markets of specified size and value, the business would be contracting with 
producers or procurement contractors for the needed supply. 
Although a wood energy product may often be a main element of any 
discussion on utilizing low quality hardwoods, an examination of potential 
customers should come first. As stated by Mater (1990), companies can gain a 
competitive edge by differentiating their products to meet specific customer needs. 
Higher profits can be obtained by learning customer needs and wants and then 
doing the secondary processing to produce products to satisfy those customer 
desires. Even using low quality hardwoods as the input resource, some specialty 
products could be produced that would have high profit margins. Attention to 
packaging, customer service, and product delivery would be important. Producing 
niche products, in addition to any commodities, could be a highly profitable 
element of a marketing center strategy. 
A marketing center could develop where a local opportunity exists to collect 
materials at low cost for distribution to customers that can place the materials 
into productive uses. The potential success of a marketing center is dependent 
upon: (1) accessible customers, (2) availability of adequate wood resources, (3) 
transportation networks, and (4) efficient collection, processing, and distribution 
capabilities. 
As an entrepreneurial venture, a center would need to be rewarded for its 
efforts and risk with a satisfactory level of returns. Careful examination of the 
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potential success of any marketing center is prudent before investments are 
made in such a venture. 
Business Planning Needs 
Four requirements of the management of a new venture are identified by 
Drucker (1985): 
1) a focus on the market; 
2) financial foresight, especially for cash flow and capital needs; 
3) building a top management team; 
4) definition of the founding entrepreneur's role in the venture. 
The first two items of this list are pertinent to the purposes of this paper. 
An organization's growth changes its financial status and needs. As Drucker 
notes, a new venture should know twelve months ahead of time how much cash it 
will need, when, and for what purposes. The venture's business plan should 
indicate its anticipated financial needs and condition. 
As described in guides discussing business plan development (e.g., Rich and 
Gumpert 1985, Siegel et al. 1987), the key to commercial success is effective 
exploitation of target markets. An understanding of customers is essential. New 
ventures must provide benefits through their products and services. The 
foundation of any business plan is market research and documentation. A plan 
should show that a new venture is market-driven by providing comprehensive 
explanation of customers and competitors. Products and services would ideally 
offer quantifiable user benefits to customers. 
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Once target markets have been researched and documented, a company 
should tailor its products and organization to satisfy its potential customers as 
efficiently as possible. After explaining how products would be competitively sold 
and distributed, a business plan needs to explain production processes. Another 
section of the plan describes the company's management team. As a planning 
document, a business plan should provide owners and managers a chance to 
examine a company from all perspectives, such as marketing, operations, and 
finance. Such a plan refines the company's strategies to allow more development 
of organizational ideas and operational details. The plan would document 
projections and, more importantly, their underlying assumptions. 
As a plan is implemented, it can be used to show which assumptions were 
valid and which require modification. As an implementation yardstick, the plan 
can aid in measuring success and updating projections. 
Any business plan should communicate a vision of the company. When 
used to secure financing, a plan needs to fiiUy explain who the company serves and 
how, as well as what the company produces and how. The more objective and 
detailed that a plan can be, the better it will effectively communicate the vision of 
the business. 
Based upon the foundations of market research and operational plans, a 
business plan shows the financial projections of the new venture. The model in 
Figure 3 shows foundational relationships between financial projections and the 
rest of the business plan. Potential investors would use ratios and cash flow 
projections to compare company prospects with other opportunities. The 
projected income and balance statements would anticipate the company's future 
profit and equity positions. The revenue and cost projections in the mid-range of 
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Financial Ratios & 
Breakeven Analysis 
Income Statement 
Administrative 
Costs 
Marketing-
Costs 
Company 
Characteristics 
Cash Flow Statement 
Balance Statement 
Direct 
Costs 
Operations 
Overhead 
Sales & Revenue 
Projections 
Manu­
facturing 
Plan 
Marketing 
Plan 
Capital Purchases 
Product 
Characteristics 
Market Knowledge 
(Including Customer & Competitor Analysis) 
Figure 3. Building blocks of a business plan 
the pyramid must support the projected statements, but must in turn be 
supported by the underlying foundations of market, product, and company 
information. 
The financial statements projected in a business plan must be supported 
by details and assumptions documented in previous sections of the plan. For 
example, market research should support the anticipated level of sales as well as 
the selling price used to calculate sales revenue. In terms of production, the 
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description of the company's organization and operations should support the 
financial numbers used in calculating direct costs and factory overhead. 
Projected financial statements are important in a plan to communicate 
anticipated profits. These projections are called pro forma. As Alves and Curtain 
(1984) explain, pro forma is derived firom the Latin words pro, meaning before or in 
place of, and forma, which means form, figure, or appearance. Hence, pro forma 
financial statements project the figures or appearance of a company before the 
fact. 
This study concerns the financial section of business plans. This work 
presents a microcomputer spreadsheet framework for developing pro forma 
statements based on information developed in earlier sections of a given plan. 
Model Design 
The financial planning spreadsheet model has two input sections and two 
analysis/output sections. The conceptual design shown in Figure 4 presents these 
sections as Modules A, B, C, and D, in the overall spreadsheet construction. 
Spreadsheet row and column headings are given to provide an indication of relative 
location and scale between modules. 
The first section. Module A, allows specification of selUng prices and 
variable costs for each of seven products. Module A contains seven variable cost 
pages. This data can be linked at the user's discretion to the primary data input 
section in Module B. Figure 5 provides an overview of Module A with its product 
page components. Spreadsheet row and column headings are provided to show 
location and scale of these components. 
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ROWS ^ 
1 
43 
114 
411 
458 
AK 
COLUMNS 
AR CK CR 
A 
B 
C 
D 
Module A: Input section for prices and variable costs 
Module B: Main data input and summary section 
Module C: Main analysis section 
Module D: Financial ratios analysis section 
Figure 4. General design model of spreadsheet construction 
Figure 6 presents the variable cost input page for one product as it is seen 
in the computer spreadsheet. These input pages can be printed in a blank report 
format for data collection or in a completed report for data documentation. 
Given the concentration and focus that is recommeded by Rich and 
Gumpert (1985), most new ventures should not have more than one product. The 
financial planning model is capable of handling up to seven different products, 
3 1 
COLUMNS 
A F K P U Z AE AI 
1 
ROWS 1 2 3 4 5 6 7 
42 
Figure 5. Module A with product pages 1-7 
although most users would be expected to use fewer than seven products in their 
plans. By concentrating on its one or two best products, a new venture can 
maximize its marketing and production strengths. The model provides up to seven 
products for those situations where a company has a main product and several 
directly related products. This situation may be common for a business using low 
quality hardwoods where a primary product is the company focus and other 
products are easily derived from the hardwood resources. 
Each product page has input cells for entering values. These cells are 
shown with a solid bottom border so they appear underlined. The first three items 
to be entered are the "Product Name", its unit of measure ("Sale Unit Measure"), 
and the projected "Monthly Sales Volume." 
The user is then given an option of connecting the product page with the 
rest of the spreadsheet. The default for the question is NO, as shown in Figure 6. 
To estabish a linkage between a product page and the full analysis package, a 
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A B C 0 E 
1 1 
2 VARIABLE PRODUCTION COST ANALYSIS 
3 FOR 
4 PRODUCT NO. 1 
5 PRODUCT NAME: 
6 SALE UNIT MEASURE 
7 MONTHLY SALES VOLUME 
8 1 
9 1 
1 0 Link with financial analysis worksheet? NO 
1 1 
1 2 Costs Revenues 
1 3 PROJECTION OF VARIABLE COSTS 
1 4 1 ! 
1 5 Cost of Materials (FOB Marketing Center) 
1 6 Stumpagfe I ! 
1 7 Harvest Costs ! 
1 8 Transportation to Marketing Center 
1 9 Total Cost of Materials Per Unit Sold 0.00 
2 0 
2 1 
1 1 
Cost of Processing 1 
2 2 Labor J | 
2 3 Equipment Operating Expenses 
2 4 Total Cost of Processing Per Unit Sold 0.00 
2 5 
2 6 Per Unit Cost of Goods Sold 0.00 
2 7 
2 8 
2 9 PROJECTION OF PER UNIT REVENUE 
3 0 1 i 
3 1 Retail Price i 1 0.00 
3 2 Retail Margin as Percent = I 0 0.00 
3 3 Wholesale Price (FOB Retail Location) 0.00 
3 4 
3 5 Transportation to Retail 0.00 
3 6 Wholesale Price (FOB Marketing Center) 0.00 
3 7 
3 8 
3 9 PROJECTION OF PER UNIT MARGIN 
4 0 Wholesale Price (FOB Marketin g Center) 0.00 
4 1 Per Unit Cost of Goods Sold 0.00 
4 2 Unit Contribution Margin 0.00 
Figure 6. Variable production cost analysis for Product 1 
33 
user would overtype with YES in capital letters. This link allows values in a 
product page to supply information to Module B, the main data input section. 
For a given product, a user is asked to supply the direct costs for materials, 
labor, and equipment. The "Cost of Materials (FOB Marketing Center)" includes 
those costs of harvesting materials and delivering them to a marketing center. 
FOB abbreviates "free on board," a term signalling the location where legal title 
and responsibility for goods transfers from seller to buyer (Kurtz and Boone 1984). 
The cost of materials is broken into "Stumpage," "Harvest Costs," and 
"Transportation to Marketing Center" to document the cost estimates of 
collecting hardwood materials and moving them to the marketing center. 
For a marketing center that has no woods crew and buys delivered 
materials from procurement contractors or independent loggers, a spreadsheet 
user has the flexibility to change the line item "Stumpage" to "Purchases" and 
enter an appropriate value. The cells containing the headings "Harvest Costs" 
and "Transportation to Marketing Center" (e.g., A17 and A18,), could be cleared to 
provide a customized product page for purchases only. 
Continuing on, a user would provide estimates for the direct costs of labor 
and equipment in the marketing center's operations. A note of caution is 
recommended in the determination of the per-unit direct costs of material, labor, 
and equipment. These estimates need to be on the basis of units sold, as opposed 
to units purchased. For example, a center that buys 20 cords of polewood for 
$480.00 to process into 16 cords of packaged firewood has direct material costs of 
$30.00 per cord, not $24.00. 
The next entry item is "Retail Price." The structure of the revenue section 
assumes that the marketing center acts as a wholesaler, selling to retailers who 
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would retain a portion of the retail price for their costs and profits. The "Retail 
Margin as Percent" estimate is entered as a whole number to convert the retail 
price to a wholesale price for a delivered product. This "Wholesale Price (FOB 
Retail Location)" can be converted to a wholesale price at the marketing center's 
shipping dock by entering a value for "Transportation to Retail." This shipping 
cost estimate is, again, on a per-unit-sold basis and provides specific 
documentation of assumptions used concerning product movement. 
The product page automatically subtracts the "Per-Unit Cost of Goods 
Sold" value in row 26 from "Wholesale Price (FOB Marketing Center)" to obtain 
the "Unit Contribution Margin" for a given product. This resulting value can be 
used for breakeven analysis for a given product. 
The planning spreadsheet uses the "Wholesale Price (FOB Retail Location)" 
as the price received by the center for its products. When linked to Module B, the 
values for row 34 "Wholesale Price (FOB Retail Location)" are transferred as the 
"Selling Price" of the product in Part One of the Data Summary. 
Module B, the main data input and summaiy section, is shown with two 
parts in Figure 7. Row and column headings are included to show scale and 
location of this section in the spreadsheet. This module allows users to enter costs 
for various expense categories. This module can be printed as a report to 
summarize the data used in a given analysis. Such a report would document the 
assumptions underlying a given analysis. 
As shown in Figure 8, Part One of Module B deals primarily with prices and 
variable costs. When linked to a product page. Module B - Part One uses the 
"Product Name," "Selling Price," and "Units" that were specified on that product 
page. Also used would be the direct costs for "Materials," "Labor," "Equipment," 
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COLUMNS 
AL AQ 
44 
ROWS 
72 
113 
Part One: Products listing with prices and variable costs 
Part Two: Operational expenses 
Part One 
Part Two 
Figure 7. Module B -data summary 
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AL 1 AM AN AO AP AQ 
4 4 ! 
4 5 1 DATA ENTRY SUMMARY 
4 6 j FINANCIAL ANALYSIS SPREADSHEET 
4 7 I FOR BUSINESS USING 
4 8 ! LOW QUAL] [TY HARDWOOD MATERIALS 
4 9 
5 0 
5 1 PRODUCT! PRODUCT SELLING Projected Sales Volumes 
5 2 NO. 1 NAME PRICE UNITS MONTHLY ANNUAL 
5 3 1 i 0.00 0 0 
5 4 2 ! 0.00 "o 0 
5 S 3 ! 0.00 0 0 
5 6 4 1 0.00 0 0 
5 7 5 i 0.00 0 0 
5 8 6 i 0.00 0 0 
5 9 7 i 0.6Ô 0 0 
6 0 i 
6 1 î 
6 2 PRODUCT! DIRECT COSTS SHIPPING 
6 3 NO. 1 MATERIALS LABOR EQUIPMENT TO RETAIL UNITS 
6 4 1 ! 0.00 0.00 0.00 0.00 per 
6 5 2 j 0.00 0.00 0.00 0.00 per 
6 6 3 1 0.00 0.00 0.00 0.00 per 
6 7 4 0.00 O.OO 0.00 0.00 per 
6 8 5 0.00 0.00 0.00 0.00 per 
6 9 6 1 0.00 0.00 0.00 0.00 per 
7 0 7 1 0.00 0.00 0.00 0.00 per 
7 1 
Figure 8. Data summary - part one 
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and "Shipping to Retail." Users are required to provide estimates of monthly sales 
volumes for each product as these volumes are used for revenue projections. A 
column for annual sales projections is provided for data summary information only 
and is not used in the analysis section, Module C. 
If a user prefers not to use the product pages in Module A, the values 
needed in Part One of the Data Summary in Module B can be entered manually. 
Users can replace the transfer formulas in Part One with their product estimates. 
Overtyping values into the transfer cells would preclude future use of the linkage 
formulas connecting Modules A and B. 
Part Two of the Data Summary contains entry locations for other costs. 
These line items are overhead costs associated with a marketing center's 
operations and administration. The particular items listed in the summary are 
meant to be a checklist of costs to be considered in developing financial 
projections. Spreadsheet users are expected to determine which items are 
suitable for their use. Figure 9 shows Part Two of Module B. 
Users with an additional item that is not in the checklist have the flexibility 
of either changing an unused line item heading to an appropriate heading or 
inserting an additional row in the summary table. Inserting a new row requires a 
little more work as users will need to insert a corresponding row in the related pro 
forma schedule in Module 0. A formula would then need to be entered into the new 
cells in the schedule to reference the new data cell in Module B. 
Other values to be entered in Module B are annual percentage rates for 
interest and taxes. To determine interest expenses for a loan or a line of credit, 
users need to provide anticipated annual rates. The spreadsheet uses a single tax 
rate for the anticipated total of federal and state rates. As tax rates may change 
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AL AM AN AO AP AQ 
7 2 
7 3 Operations Line Items Monthly Costs 
7 4 Indirect Labor Costs 
7 5 Training & Safety 
7 6 Expendable Tools & Supplies 
7 7 Equipment Repair & Maintenance 
7 8 Equipment Rental 
7 9 Production Utilities 
8 0 Building Lease Costs 
8 1 Leasehold Improvements Amortization 
8 2 Depreciation - Equipment 
8 3 Depreciation - Buildings 
8 4 Operations Miscellaneous 
8 5 
8 6 Marketing Line Items Monthly Costs 
8 7 [Advertising & Brochures 
8 8 j Travel & Lodging 
8 9 I Sales Salaries & Benefits 
9 0 1 Sales Commissions 
9 1 
9 2 (Administrative Line Items Monthly Costs 
9 3 ! Executive Salaries & Benefits 
9 4 1 Office Salaries & Benefits 
9 5 i Office Supplies j 
9 6 Office Utilities | 
9 7 1 Telephone j 
9 8 1 Office Rental j 
9 9 {office Equipment Rental 
1 00 i Depreciation - Office Equipment 
1 0 1 ! Depreciation - Office Building 
1 0 2 1 Insurance 
1 03 [Taxes & Licenses 
1 04 {Legal & Audit j 
1 05 1 Start Up Cost Amortization 
1 06 [Administrative ! Vliscellaneous 
1 07 
1 08 Annual % Rate 
1 09 1 Interest Rates: Loan: 
1 1 0 Line of Credit; 
1 1 1 Tax Rates: Total (Federal + State) 
1 1 2 
1 1 3 1 Minimum Mont ily Cash Balance Desired 
Figure 9. Data summary - part two 
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from year to year, a single, user-defined rate for calculating tax liability is used in 
the Pro Forma Income Statement. 
The final item in the Data Summary is a specified level of cash to be 
maintained by the company. This item is used in the cash flow projection to 
determine possible cash needs. Use of this optional item is discussed in the 
section covering the Pro Forma Cash Flow Statement. 
Module C is the largest section of the planning spreadsheet. Figure 10 
shows the components within this module. Data is taken directly from Module B 
to build revenue and cost projections in the various schedules and statements of 
Module C. These components are described in detail in later sections. 
Financial ratios are used by investors and managers to show relationships 
among financial statements (Brigham 1982). Module D provides financial ratios 
based on the financial statements in Module C. Figure 11 illustrates the 
appearance of Module D. Ratios with denominator values of zero appear as 
question marks. 
Appendix A presents a glossary of terms used in the four modules of 
the spreadsheet. A sequential description of the model is presented in Appendix B. 
Supporting Pro Forma Schedules 
Pro Forma Sales Schedule 
The sales forecast is the starting point for budgeting (Homgren 1982). 
Accordingly, Module C begins by presenting a sales schedule. This critical 
schedule is based upon the monthly sales estimates entered in Part One of the 
Data Summary in Module B. 
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COLUMNS 
115 
153 
Pro Forma Sales Schedule 
("first vear shown with months) 
Pro Forma Sales Schedule 
(first vear shown hv quarters) 
157 
216 
Pro Forma Direct Costs 
(first vear shown with months') 
Pro Forma Direct Costs 
(first vear shown bv Quarters) 
220 
233 
Pro Forma Operations Costs 
(first vear shown with months) 
Pro Forma Operations Costs 
(first vear shown bv Quarters) 
237 
264 
Pro Forma Marketing and 
Administrative Costs 
(first vear shown with months) 
Pro Forma Marketing and 
Administrative Costs 
(first vear shown bv Quarters) 
268 
282 
Pro Forma Capital Purchase 
Schedule 
(first vear shown with months) 
Pro Forma Capital Purchase 
Schedule 
(first vear shown bv Quarters) 
286 
308 
Pro Forma Income Statement 
(first vear shown with months) 
Pro Forma Income Statement 
(first vear shown bv quarters) 
312 
357 
Pro Forma Cash Flow 
Statement 
(first vear shown with months) 
Pro Forma Cash Flow 
Statement 
(first vear shown bv quarters) 
361 
407 
Pro Forma Balance Statement 
(first vear shown with months) 
Pro Forma Balance Statement 
(first vear shown bv Quarters) 
Figure 10. Components of Module C 
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CL CM 1 CN CP OQ CR 
4 1 5 Financial Ratios Analysis 1 Year 1 Year 2 Years 
41 6 1 1 Financial Formula Ratio Ratio Ratio 
41 7 Liquidity i 1 
4 1 8 Current Ratio 1 Current Assets ? ? 9 
4 1 9 1 i Current Liabilities 
42 0 
42 1 Quick, or Acid Test 1 Current Assets - Inventory 1 ? 9 
4 2 2  f 1 Current Liabilities 
42 3 \ [ 
4 2 4  Asset Management I 
4 2 5  Inventory Turnover 1 Sales ? ? ? 
4 2 6  1 1 Inventory 
4 2 7  L 
42 8 Average Collection Period 1 Accounts Receivable ? ? ? 
4 2 9  1 Sales/360 
4 3 0  
43 1 Fixed Asset Utilization i Sales ? ? ? 
4 3 2  1 Fixed Assets 
4 3 3  1 
4 3 4 Total Asset Uti ization 1 Sales ? 7 7 
4 3 5  1 Total Assets 
4 3 6  
4 3 7  Debt Management 1 
4 3 8  Debt to Equity | 1 Total Liabilities ? ? ? 
4 3 9  j 1 Owners' Equity 
44 0 i 1 
44 1 Debt to Total Assets 1 Total Liabilities ? ? 7 
4 4 2  1 i Total Assets 
44 3 
4 4 4  Times Interest Sarned (Earnings Before Interest & Taxes ? 7 7 
4 4 5  
4 4 6  
4 4 7  Profitability 
44 8 Profit Margin on Sales 1 Net Income ? ? 7 
4 4 9  1 Sales 
45 0 1 
45 1 Return on Tota Assets I Net income ? 9 7 
4 5 2  1 Total Assets 
45 3 
4 5 4  Return on Equity 1 Net Income ? ? 7 
4 5 5  1 1 Owners' Equity 
Figure 11. Module D with financial ratios (question marks indicate denominator 
values that equal zero) 
The Pro Forma Sales Schedule provides the gross sales revenue projection 
that is used in the income statement. This sales schedule is the base document 
that explains the company's growth trajectory and its derivation. From the main 
input module, the sales schedule draws the product names and selling prices for up 
to seven products. For product names not specified, the schedule shows a zero. 
The selling unit of measure (e.g., ton, cord) is also obtained directly from the input 
module. Figure 12 shows how the sales schedule appears on the computer screen. 
Perhaps the most important set of projections for any business plan is the 
projected unit sales for the different products. The model assumes no sales are 
anticipated for the first month of operations. As noted earlier, the user provides a 
monthly projected sales volume for each product when entering information into 
the input module. The sales schedule draws directly from the monthly input value 
to project each period's sales volume for each product for all three years. 
If a single level of monthly sales is not appropriate, the user is expected to 
adjust the initial base projection from Module B to meet individual requirements. 
By changing the values in the "Projected Unit Sales" row, users can adapt the 
projected sales of given products to reflect growth, seasonaHty, or delay of sales. 
The unit sales projections are critical to a business plan as many business failures 
result in part because of overly optimistic sales and revenue expectations. 
The values for projected unit sales can be altered in different ways 
depending on the particular product and sales expectations. The first method 
would be to overtype the anticipated unit volumes for each month and outlying 
quarter. This method would be the most appropriate for products which have 
seasonally fluctuating sales volumes. Retail firewood would be one product that 
4 3 
1 AT AU AV AW 1 1 5|Pro Forma Sales Schec ule Month Month Month 
1 1 6 1 2 3 
1 1 7 
1 1 8 Product 1 
1 1 9 Sale Price / Unit = $0.00 per 
1 20 Projected Unit Sales 0 0 0 
1 2 1 Product 1 Revenue 0.00 0.00 0.00 
1 22 1 
1 23 Product 2 1 
1 24 Sale Price / Unit = $0.00 per 1 
1 25 Projected Unit Sales 0 0 of 
1 26 Product 2 Revenue o.od 0.00 o.od 
1 2 7  1 
1 28 Product 3 j 
1 2 9  Sale Price / Unit = $0.00 per 1 
1 30 Projected Unit Sales 0 0 0 
1 3 1 Product 3 Revenue 0.00 0.00 0.0(1 
1 32 j 
1 3 3 Product 4 
1 34 Sale Price / Unit = $0.00 per 
1 35 Projected Unit Sales 0 0 0 
1 36 Product 4 Revenue 0.00 0.00 o.od 
1 37 
1 3 8 Product 5 1 
1 39 Sale Price / Unit = $0.00 per 1 
1 4 0 Projected Unit Sales 0 0 of 
1 4 1 Product 5 Revenue 0.00 0.00 o.od 
1 42 1 
1 43 Product 6 
1 44 Sale Price / Unit = $0.00 per 1 
1 45 Projected Unit Sales 0 0 Oj 
1 46 Product 6 Revenue 0.00 0.00 o.od 
1 4 7  
1 4 8 Product 7 
1 49 Sale Price / Unit = $0.00 per 
1 5 0 Projected Unit Sales 0 0 0 
1 5 1 Product 7 Revenue 0.00 0.00 0.00 
1 52 1 
1 5 3 Gross Sales Revenue 0.00 0.00 o
 b 
Figure 12. Pro forma sales schedule 
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AX AY 1 AZ BA BB 
1 1 5 Month Month 1 Month Month Month 
1 1 6 4 5 6 7 8 
1 1 7 
1 1 8 
1 1 9 
1 20 0 of 6 0 0 
1 2 1 0.00 O.OOl 0.00 0.00 0.00 
1 22 1 
1 23 
1 1 24 L 
1 25 0 O
 
o
 
0 0 
1 26 0.00 O.OOj 0.00 0.00 0.00 
1 27 
1 28 
1 29 
1 3 0 0 0 0 0 0 
1 3 1 o.od O.Ooj 0.00 0.00 0.00 
1 32 1 
1 33 
1 1 34 1 
1 35 0 ol 0 0 0 
1 36 0.00 0.001 0.00 0.00 0.00 
1 37 1 
1 3 8 
1 1 39 f 
1 4 0 0 01 0 0 0 
1 4 1 0.00 O.OOl 0.00 0.00 0.00 
1 42 
, ^ 
1 4 3 1 
1 44 
1 45 0 
1 
01 0 0 Ô' 
1 46 0.00 O.Ooj 0.00 0.00 0.00 
1 4 7  
1 4 8 
1 49 
1 50 0 Ô 6 0 0 
1 5 1 0.00 o.od 0.00 0.00 0.00 
1 52 1 
1 5 3 0.00 o.ooi 0.00 0.00 0.00 
Figure 12. (continued) 
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BC BD BE BF BG 
1 1 5 Month Month Month Month TOTAL 
1 1 6 9 10 11 12 First Year 
1 1 7 
1 1 8 
1 1 9 
1 20 0 0 0 0 0 
1 2 1 0.00 0.00 0.00 0.00 0.00 
1 2 2  
1 23 
1 24 
1 25 0 0 0 0 0 
1 26 0.00 0.00 0.00 0.00 0.00 
1 2 7  
1 28 
1 29 
1 30 0 0 0 0 0 
1 3 1 0.00 o.od o.od 0.00 0.00 
1 32 
1 3 3 
1 34 
1 35 0 0 0 0 0 
1 36 0.00 0.00 O.OQ 0.00 0.00 
1 37 
1 38 
1 39 
1 40 01 0 0 0 0 
1 4 1 0.00 0.00 0.00 0.00 0.00 
1 42 
1 43 
1 44 
1 45 0 0 0 0 0 
1 46 0.00 0.00 0.00 0.00 0.00 
1 4 7  
1 4 8 
1 49 
1 50 0 0 0 0 0 
1 5 1 0.00 0.00 0.00 0.00 0.00 
1 5 2  
1 53 0.00 0.00 0.00 0.00 0.00 
Figure 12. (continued) 
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BH Bl B J BK BL 
1 1 s Quarter Quarter Quarter Quarter TOTAL 
1 1 6 1 2 3 4 Second Year 
1 1 7 
1 1 8 
1 1 9 
1 20 0 0 0 0 0 
1 21 0.00 0.00 o.od 0.00 0.00 
1 22 
1 23 
1 24 
1 25 0 0 0 0 0 
1 26 0.00 0.00 0.00 0.00 0.00 
1 27 
1 28 
1 29 
1 3 0 0 0 0 0 0 
1 3 1 0.00 0.00 0.00 0.00 0.00 
1 32 
1 33 
1 34 
1 3 5 0 0 0 0 0 
1 36 0.00 0.00 0.00 0.00 0.00 
1 3 7 
1 38 
1 39 
1 4 0 0 0 0 0 0 
1 4 1 0.00 0.00 0.00 0.00 0.00 
1 42 
1 43 
1 44 
1 4 S 0 0 0 0 0 
1 46 0.00 0.00 0.00 0.00 0.00 
1 4 7  
1 4 8 
1 49 
1 50 0 0 0^ 0 0 
1 5 1 0.00 0.00 0.00 0.00 0.00 
1 52 
1 S3 o.od o.od 0.00 0.00 0.00 
Figure 12. (continued) 
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BM BN BO BP BQ 
1 1 5 Quarter Quarter Quarter Quarter TOTAL 
1 1 6 1 2 3 4 Third Year 
1 1 7 
1 1 8 
1 1 9 
1 2 0 0 0 0 0 0 
1 21 0.00 0.00 0.00 0.00 0.00 
1 22 
1 2 3  
1 24 
1 25 0 0 0 0 0 
1 26 0.00 0.00 0.00 0.00 0.00 
1 2 7  
1 28 
1 2 9 
1 3 0 0 0 0 0 0 
1 3 1 0.00 0.00 0.00 0.00 0.00 
1 32 
1 3 3 
1 34 
1 35 0 0 0 0 0 
1 3 6 0.00 0.00 0.00 0.00 0.00 
1 3 7 
1 38 
1 39 
1 4 0 0 0 0 0 0 
1 4 1 0.00 0.00 0.00 0.00 0.00 
1 42 
1 43 
1 44 
1 4 5  0 0 0 6 0 
1 46 0.00 0.00 0.00 0.00 0.00 
1 4 7  
1 48 
1 49 
1 SO 0 0 0 0 0 
1 5 1 0.00 0.00 0.00 0.00 0.00 
1 52 
1 5 3 0.00 0.00 0.00 0.00 0.00 
Figure 12. (continued) 
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would require manually setting summer sales volumes to zero and adjusting 
winter sales volumes according to projections based on market research. 
An alternate method of adjusting the unit sales volumes from the static 
template base projection would be to enter a growth formula so that a given 
period's sales volume is a function of the volume of the previous period. The 
formula for this function could reference a specific spreadsheet cell to get the 
percentage change in volume from period to period. The formula could be copied 
across the row with relative ease. This method allows users to quickly examine 
differing growth trajectories by changing the single percentage change cell. The 
method and values used in projecting sales volumes must be able to withstand 
scrutiny by having defensible market-driven reasons for their use. 
The base template assumes a static selling price for each product across all 
three years. This policy of using a single price per product may or may not be 
ideal, but it is straightforward and simple. Users wishing to alter selling prices 
over time would need to make their own individual adjustments. In the template, 
the selling prices in years 2 and 3 are assumed to be 100% of the selling prices 
identified in the input module. Changes from these initial prices would need to be 
documented in the business plan with supporting rationale. When developing 
complete business plans, users should explain their product prices and pricing 
strategies based upon market research findings. 
The sales schedule takes the number of projected unit sales times the 
product price to get projected revenue for each product for each period. The 
revenues from all products is accumulated in the "Gross Sales Revenue" row for 
each period. Yearly summations are given by product and total. This row is 
referenced directly by the income statement and the cash flow statement. 
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Pro Forma Direct Costs 
The second schedule contained in Module C covers direct costs. Figure 13 
shows how the direct costs schedule appears on the computer screen. Rows 192 
through 214 containing products 5, 6, and 7 have been hidden for convenience of 
presentation. 
The Pro Forma Direct Costs matrix draws three important values from the 
input module for each product. These values are the per-unit direct costs for 
materials, labor, and equipment as provided by the user. They are critical in their 
contribution to the determination of per-unit profit margins for each product. A 
limitation of the template is the assumption of static values for these critical 
items. By using single values, the spreadsheet can not incorporate projections 
based upon learning curves or economies of scale. Should a user feel that changes 
in direct cost values need to be projected over time, the user could overtype values 
to make desired adjustments. Once again, it must be pointed out that changes 
need to be rationale and defensible. 
The direct cost matrix has important links to the sales schedule. The 
"Projected Units Sold" on the sales schedule must be shown as "Units Produced" 
on the direct cost schedule. The default assumption in this link is a production 
time of one month. The first month's sales level for each product is assumed to be 
zero. The volumes projected to be sold in Month 2 are assumed to be produced in 
Month 1. Month 2 on the direct costs schedule would show the units produced that 
are projected sales of Month 3 on the sales schedule, and so on. 
Users may need to adjust the lag between production and sales to reflect 
their particular situations. An example would be the production of firewood during 
the summer that is projected to be sold the following winter. By changing the 
5 0  
reference formula for each period in the "Units Produced" row of a given product, 
users can adapt the spreadsheet to an appropriate lag between production and 
sales. Alternatively, users can overtype the default reference with an appropriate 
production value for each period. The summation columns (yearly totals) should 
not be changed because the spreadsheet's structure must be maintained to 
provide correct calculations. 
Important Unks also exist between the direct costs schedule and the cash 
flow statement. Here again, the default link may or may not be appropriate for a 
given product or situation. All direct costs are considered to be paid with cash 
outlays in jtihe same period as they occur. This timing may not be useful with 
prepaid items or items purchased on a "net 30 days," "net 60 days," or longer 
payment arrangement. Also, accrued wages may not be accurately reflected in 
the cash flow statement. Users may want to adapt the references in the cash 
flow statement to improve the timing of the cost incurrence and cash payment 
Unks. For instance, a possible scenario that would require some adaptation of 
linkages might be the purchase and payment of materials in Month 1, production 
of units in Month 2, payment of labor and equipment costs in Month 3, sales of 
units in Month 4, and finally, collection of receivables in Month 5. 
Pro Forma Operations Costs 
The Pro Forma Operations Costs includes those indirect operational items 
that are not job-specific. Figure 14 shows how the first three months of the 
operations costs schedule appears on the computer screen. Rather than 
presenting the entire three-year period for this schedule, or remaining schedules 
5 1 
A S  1  A T  A U  A V  A W  
1  5 7  Pro Forma Direct Costs Month Month Month 
1  5 8  1 2 3 
1  5 9  
1  6  0  Product 1 
1  6  1  Units Produced 0 0 0 
1  6 2  Direct Materials @ $0.00 0.00 0.00 0.00 
1  6 3  Direct Labor @ $0.00 0.06 0.00 0.00 
1  6 4  Direct Equipment @ $0.00 0.00 0.00 0.00 
1  6 5  Shipping to Retail @ $0.00 0.00 0.00 0.00 
1  6 6  Total Product 1 Direct Costs 0.00 0.00 0.00 
1  6  7  1 
1  6  8  Product 2 1 
1  6 9  Units Produced | 0 0 0 
1 7 0  Direct Materials @ ! $6.66 0.00 0.00 0.00 
1  7 1  Direct Labor® $0.00 0.00 0.00 0.00 
1  7 2  Direct Equipment ® | $0.00 0.00 0.00 0.00 
1  7 3  Shipping to Retail ® | $0.00 0.00 0.00 0.00 
1  7 4  Total Product 2 Direct Costs 0.00 0.00 0.00 
1  7 5  
1  7 6  Product 3 
1  7 7  Units Produced 0 0 0 
1  7 8  Direct Materials @ $0.00 0.00 0.00 0.0ft 
1  7 9  Direct Labor @ $0.00 0.00 0.00 0.00 
1 8 0  Direct Equipment @ $0.00 0.00 0.00 0.00 
1 8 1  Shipping to Retail @ $0.00 0.00 0.00 0.00 
1  8 2  Total Product 3 Direct Costs 0.00 0.00 0.00 
1  8 3  
1  8 4  Product 4 
1  8 5  Units Produced 0 0 0 
1  8 6  Direct Materials @ $0.00 0.00 0.00 0.00 
1  8 7  Direct Labor @ $0.00 0.00 0.00 0.00 
1  8 8  Direct Equipment @ $0.00 o.oc 0.00 0.00 
1 8 9  Shipping to Retail @ $0.00 0.00 0.00 0.00 
1  9 0  Total Product 4 Direct Costs 0.00 0.00 0.00 
1 9 1  1 
2 1  5  1 
2 1  6  Total Direct Costs ] 0.00 0.00 0.00 
Figure 13. Pro forma direct costs (products 5, 6, & 7 not shown) 
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A X  A Y  A Z  B A  B B  1  
1  5 7  Month Month Month Month Month 1 
1 5 8  4 5 6 7 8 i 
1  5 9  1 
1  6  0  
0 1 1  6  1  0 0 0 0 
1  6 2  0.00 0.00 0.00 0.00 O.OOi 
1  6 3  0.00 0.00 0.00 0.00 0.0(^ 
1  6 4  0.00 0.00 0.00 0.00 0.00! 
1  6 5  0.00 0.00 0.00 6.00 O.OOi 
1  6 6  0.00 0.00 0.00 0.00 o.ooi 
1  6  7  — — [ ! 
1  6  8  1 
1  6 9  0 0 0 0 0 1 
1  7 0  0.00 0.00 0.00 0.00 OM. 
1  7 1  0.00 0.0Ù 0.00 0.00 O.OOi 
1  7 2  0.00 0.00 0.00 0.00 O.OOi 
1  7 3  0.00 O.OQ 0.00 o.od O.OOi 
1  7 4  0.00 0.00 0.00 0.00 O.OOI 
1  7 5  ! 1  7 6  1 
1  7 7  0 0 6 0 6 1 
1  7 8  o.oa O.OOj 0.00 0.00 O.OOj 
1  7 9  0.00 0.00 0.00 o.oo o.oo! 
1 8 0  0.00 0.00 Œod 0.00 o.od 
1  8 1  0.00 0.0(^ 0.00 0.0(^ O.OOj 
1  8 2  0.00 0.00 0.00 0.00 O.OOi 
1  8 3  
1  8 4  i: 
1  8 5  0 0 0 0 0 i 
1  8 6  0.00 0.00 0.00 0.00 O.OOi 
1 8 7  &od 0.00 0.00 0.00 o.ool 
1  8 8  0.00 0.00 0.00 0.00 o.od 
1  8 9  0.00 0.00 0.00 0.00 0.0« 
1  9 0  o.oq 0.00 0,00 0.00 o.od 
1  9  1  
2 1  5  1 
2 1  6  0.00 0.00 0.00 0.00 O.OOi 
Figure 13. (continued) 
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BD BE BF BC BG 
Month 1  5 7  Month Month Month TOTAL 
1 5 8  First Year 
1  5 9  
1 6 0 
1 6 1 
o.ooi 1  6 2  0.0 0.00 0.00 0.00 
1  6  3  0.0' 0.0 0.00 0.00 0.00 
1  6 4  0.0 0.0 0.00 0.00 0.00 
1  6 5  O.OI 0.0 0.00 o.oc 0.00 
1  6 6  O.OI 0.0 0.00 0.00 0.00 
1  6 7  
1 6 8 
1  6 9  
o.ooi 1  7 0  0.00 0.00 0.00 
o.ooi 1  7 1  O.OOj 0.00 0.00 0.00 
0.00 
0.00 
o.ooi o.ooi 1  7 2  0.00 0.00 
1  7 3  o.ooi O.OOj 0.00 0.00 
O.OOj 1  7 4  O.OOI 0.00 0.00 0.00 
1  7 5  
1  7 6  
1  7 7  
1  7 8  MSI 
o.ooi 
o.o 0.00 0.00 0.00 
o.oo 1  7 9  o.o 0.00 0.00 
1 8 0  O.OI 0.0 0.00 0.00 0.00 
1  8 1  0.0 0.0 0.00 0.00 0.00 
1 8 2  O.Oi O.Oi 0.00 0.00 0.00 
1  8 3  
1  8 4  
1  8 5  
1  8 6  0.0 0.0 0.00 0.00 0.00 
1  8 7  O.OI 0.0 0.00 O.OC 0.00 
1  8 8  0.0 0.00 0.0 0.00 0.00 
1  8 9  0.00 O.OI 0.0 0.00 0.00 
1 9 0  0.00 O.OI 0.0 0.00 0.00 
1  9  1  
2 1  5  
2 1 6 O.OOj O.OOj 0.00 0.00 0.00 
Figure 13. (continued) 
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BH B 1 B J  BK BL 
1 57 Quarter Quarter Quarter Quarter TOTAL 
1 58 1 2 3 4 Second Year 
1 59 
1 6 0 
1 6 1 0 0 0 0 0 
1 6 2  o.od 0.00 0.00 0.00 0.00 
1 6 3  0,00 0.00 o.od 0.00 0.00 
1 64 0.00 0.00 o.oo 0.00 0.00 
1 6 5 0.00 o.od 0.00 0.00 0.00 
1 6 6 0.00 0.00 0.00 0.00 0.00 
1 6 7 
1 6 8 1 
1 69 0 0 0 0 0 
1 70 O.OOl 0.00 0.00 0.00 0.00 
1 71 0.0(^ 0.00 0.00 0.00 0.00 
1 72 O.OOj 0.00 0.00 0.00 0.00 
1 73 0.001 O.OOi 0.00 0.00 0.00 
1 74 o.od ô.bo! 0.00 0.00 0.00 
1 75 1 
1 76 1 1 
1 77 0 0 0 0 0 
1 78 O.OOl O.OOl 0.00 0.00 0.00 
1 79 0.00 0.00 0.00 0.00 0.00 
1 80 0.00 0.00 0.00 0.00 0.00 
1 81 0.00 0.00 0.00 0.00 0.00 
1 82 0.00 0.00 0.00 0.00 0.00 
1 83 1 1 1 84 1 1 
1 85 0 0 0 0 0 
1 86 0.00 0.00 0.00 0.00 0.00 
1 87 o.od 0.00 0.00 0.00 0.00 
1 88 0.00 0.00 0.00 0.00 0.00 
1 89 O.OQ 0.00 0.00 o.oc 0.00 
1 9 0 0.00 0.00 0.00 0.00 0.00 
1 9 1 
21 5 
21 6 O.OOl O.OOl 0.00 0.00 0.00 
Figure 13. (continued) 
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B M  B N  B O  B P  B Q  
1  5 7  Quarter | Quarter | Quarter Quarter TOTAL 
1  5 8  1 2 3 4 Third Year 
1  5 9  
1 6  0  1 [ 
1  6  1  0 0 ! 0 0 0 
1  6 2  o.ool o.ool O.OOj 0.00 0.00 
1  6 3  o.od O.OOj 0.00 0.00 0.00 
1 6 4  o.ool o.od o.od 0.00 0.00 
1  6 5  0.001 o.od o.oq 0.00 0.00 
1  6 6  o.ool o.oo; 0.00 0.00 0.00 
1  6  7  1 ! 
1  6  8  1 i 
1  6 9  0 1 0 1 0 0 0 
1  7 0  o.ool 0.001 0.00 0.00 0.00 
1  7  1  o.ool o.ooi 0.00 0.00 0.00 
1  7 2  0.001 O.OOj 0.00 0.00 0.00 
1  7 3  o.oq o.od 0.00 0.00 0.00 
1  7 4  0.001 0.001 0.00 0.00 0.00 
1  7 5  1 1 
1  7 6  1 1 
1  7 7  0 0 j 0 0 0 
1  7 8  o.ool 0.00! 0.00 0.00 0.00 
1  7 9  o.ool o.ool 0.00 0.00 0.00 
1  8 0  o.ool o.ool 0.00 0.00 0.00 
1  8 1  o.od o.od O.OQ 0.00 0.00 
1  8 2  O.OOj o.od 0.00 0.00 0.00 
1  8 3  1 1 
1  8 4  1 1 
1  8 5  0 i 0 1 0 0 0 
1  8 6  o.ool 0.00Ê 0.00 0.00 0.00 
1  8 7  o.od o.od 0.00 0.00 0.00 
1  8 8  o.od o.od 0.00 0.00 0.00 
1  8 9  o.od o.od • 0.00 0.00 0.00 
1  9 0  o.od o.od 0.00 0.00 0.00 
1  9 1  
2 1  5  
2 1  6  o.oq 0.001 0.00 0.00 0.00 
Figure 13. (continued) 
56 
AS 1 AT AU AV AW 
2 2 0  Pro Forma Operations Costs Month Month Month 
22 1 1 2 3 
2 2 2  Indirect Labor Costs 0.00 0.00 0.00 
2 2 3  Training & Safety 0.00 0.00 0.00 
2 2 4  Expendable Tools & Supplies O.OQ 0.00 0.00= 
2 2 5  Equipment Repair & Maintenance 0.00 0.00 o.oq 
2 2 6  Equipment Rental | 0.00 0.00 0.0(^ 
2 2 7  Production Utilities 1 O.OQ 0.00 o.od 
2 2  8  Building Lease Costs ] 0.00 0.00 0.00 
2 2 9  Leasehold Improvements Amortization 0.00 0.00 O.OOj 
2  3  0  Depreciation - Equipment 0.00 0.00 o.oo; 
2 3  1  Depreciation - Buildings 0.00 0.00 O.OQ 
2 3 2  Operations Miscellaneous 0.00 0.00 o.oO 
2 3 3  Total Operations Overhead 0.00 0.00 0.00^ 
Figure 14. Pro forma operations costs (first three months only) 
and statements, the balance of this chapter will only present line item listings and 
the first three months of statements to save space. 
The operations cost projections are obtained from the input module. 
Depending on a user's particular business scenario, some items may be deleted 
while other items may need to be added. For example, a business without 
buildings would not need to include line items for building depreciation or associated 
utilities such as heat, light, and power. 
The summation row of "Total Operations Overhead" is referenced directly 
by the income statement. The cash flow statement also references this row, but 
subtracts the depreciation and amortization line items as they are not cash 
outlays. The timing of cash payments for these costs is assumed to be the same 
as the month in which they occur. Should this assumption be inappropriate, users 
may need to adjust the cash flow statement accordingly. Six months of building 
lease costs, for example, may need to be paid in cash at the beginning of Month 1. 
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On the other hand, utilities used in Month 1 may be billed in Month 2 and perhaps 
paid in Month 3. By referencing the line item cells at the appropriate period, the 
reference formulas used in the Pro Forma Cash Flow Statement for operational 
overhead costs can be tailored to reflect anticipated timing of cash outlays. 
Pro Forma Marketing and Administrative Costs 
Figure 15 shows how the Pro Forma Marketing and Administrative Costs 
schedule appears on the computer screen. This figure shows the line items and 
the first three months of this three-year schedule. 
The marketing and administrative costs include the general overhead 
expenses of the business. As with operations overhead, total marketing and total 
admininstrative costs are referenced directly by the income statement. The cash 
flow statement also uses these totals but subtracts depreciation and amortization 
line items from the administration costs total. Timing of cash outlays for each 
item is again assumed to be made during the period when the cost is incurred. 
Adjustments to the cash flow statement may be required for users with different 
timing of cash payments. 
Users who customize the spreadsheet for their particular situations must 
take care with line items of depreciation and amortization. These items are 
referenced specifically by the cash flow statement and subtracted from cost totals 
to get cash outlays. Users who do not need a particular depreciation or 
amortization line item may consider including the Usting of the item with a zero 
value in every period. Also, Excel commands can be used to hide unnecessary 
rows. Alternatively, users might delete the line item entirely, but then would also 
need to rework the references to that particular item in the cash flow statement. 
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A S  1  A T  A U  A V  1  A W  
2 3 7  Pro Forma Marketing Month Month 1 Month 
2 3 8  and Administrative Expenses 1 2 1 3 i 
2 3 9  1 2 4  0  Marketing 
2 4  1  Advertising & Brochures 0.00 o.od o.od 
2 4 2  Travel & Lodging 0.00 O.OOj 0.00 
2 4 3  Sales Salaries & Benefits 0.00 o.od o.od 
2 4 4  Sales Commissions | 0.0Ù o.od 0.00 
2 4 5  Total Marketing Expenses o.od o.od 6.66 
2 4 6  
Administration | 
i  i  
2 4  7  
2 4  8  Executive Salaries & Benefits 0.00 O.OOj o.od 
2 4 9  Office Salaries & Benefits 0.00 O.OOj o.od 
2  5  0  Office Supplies 1 0.00 o.oci 6.66 
2 5  1  Office Utilities { 0.00 o.oq 0.00 
2 5 2  Telephone ! 0.00 0.00! o.od 
2 5  3  Office Rental | 0.00 o.od o.od 
2 5 4  Office Equipment Rental 0.00 O.OOj 0.00 
2 5 5  Depreciation - Office Equipment 0.00 o.od o.od 
2 5 6  Depreciation - Office Building 0.00 o.od o.od 
2 5 7  Insurance | 0.00 o.o'd o.od 
2  5  8  Taxes & Licenses 1 0.00 0.0(^ 0.00 
2 5 9  Legal & Audit f 0.00 o.ort o.od 
2 6  0  Start Up Cost Amortization 0.00 o.od o.od 
2 6 1  Administrative Miscellaneous 0.00 o.od 0.00 
2 6 2  Total Administrative Expenses o.od o.od 6.00 
2 6  3  1  
2 6 4  Total Marketing & Adminstrative 0.00 O.OC^ O.Od 
Figure 15. Pro forma marketing and administrative costs (first three months 
only) 
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Pro Forma Capital Purchase Schedule 
The Pro Forma Capital Purchase Schedule is a user-defined listing of 
anticipated purchases of capital assets throughout the three years. The first 
three months of this schedule are shown in Figure 16. Users are expected to 
identify anticipated asset purchases by typing appropriate line item headings. 
The timing and values of purchases are specified by entering the costs of the 
assets under corresponding column headings. 
Capital purchases are considered to be cash outlays at the time of 
purchase and are referenced by the cash flow statement. If a purchase is made 
with credit, the cash flow reference may need to be modified. If a purchase is 
made with cash obtained from a bank loan, the cash inflow from the loan should be 
shown on the cash flow statement as well as the cash disbursement for the 
purchase. 
AS AT AU AV AW 
26 8 Pro Forma Capital Month Month Month 
2 6 9  Purchase Schedule 1 2 3 
2 7 0  
2 7 1  
2 7 2  
2 7 3  
2 7 4  
2 7 5  
2 7 6  
2 7 7  
2 7 8  
2 7 9  
2 8 0  
2 8 1  
2 8 2  Total Capital Purchases o.oq 0.00 0.00 
Figure 16. Pro forma capital purchase schedule (first three months only) 
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Pro Forma Financial Statements 
Pro Forma Income Statement 
Module C contains three important financial statements for use in business 
plans. These contain an income statement, a cash flow statement, and a balance 
statement. The Pro Forma Income Statement for the first three months is 
illustrated in Figure 17. 
The income statement is used to project the profits and losses for the first 
three years of an anticipated business. The "Gross Revenues" line references the 
values foimd in the "Gross Sales Revenues" line of the Pro Forma Sales Schedule. 
The "Direct Costs" line uses the values found in the "Total Direct Costs" line of the 
Pro Forma Direct Costs statement. The "Operations Overhead" values are 
obtained from the "Total Operations Overhead" line of the Pro Forma Operations 
Costs statement. 
The "Gross Margin" is the value of sales less the cost of sales. Accordingly, 
"Gross Margin" uses a formula ("Gross Revenues" - "Direct Costs" - "Operations 
Overhead") to calculate the value that should appear. 
The "Marketing Expenses" and the "Administrative Expenses" are taken 
from the statement for Pro Forma Marketing and Administrative Costs. By 
subtracting these two lines from "Gross Margin," the spreadsheet presents the 
income (or loss) from business activities in the line "Earnings Before Interest and 
Taxes," or (EBIT). By subtracting the "Interest" expenses from EBIT, the 
spreadsheet provides "Earnings Before Taxes," or (EBT). If circumstances are 
such that a user anticipates net interest income, rather than interest expense, for 
a given period, the user will need to modify the EBT 
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A S  A T  1 A U  A V  A W  
2 8 6  Pro Forma Income 1 Month Month Month 
2 8 7  Statement 1 2 3 
2 8 8  
2 8 9  Gross Revenues 1 oioci o.od 0.00 
2 9 0  
2 9  1  Cost of Goods Sold 
2 9 2  Direct Costs 0.00 0.00 0.00 
2 9 3  Operations Overhead O.OQ 0.00 0.00 
2 9 4  Gross Margin 1 0.001 0.00 0.00 
2 9  5  1 
2 9 6  Marketing Expenses i 0.00 0.00 o.ool 
2 9  7  Adminstrative Expenses | 0.00 0.00 0.001 
2 9  8  Earnings Before Interest & Taxes | 0.00 0.00 0.00 
2 9 9  Interest Expense 1 0.00 0.00 0.00 
3  0  0  Earnings Before Taxes 1 0.00 0.00 o.ooj 
3  0  1  1 1 i 
3 0 2  Loss Carry Forward 1 0.00 0.00 o.oq 
3  0  3  1 1 
3 0 4  Adjusted Taxable Earnings | 0.00 0.00 0.00 
3 0 5  1 i 
3 0 6  Tax Liability 1 0.00 0.00 0.00 
3 0 7  1 1 
3 0 8  Net Income (or Loss) 1 0.00 0.00 o
 
o
 Q, 
Figure 17. Pro forma income statement (first three months only) 
formula to add the interest income to the EBIT value. The value of interest 
expenses are obtained from the cash flow statement in the line item "Total 
Interest Paid for Period." 
If previous losses are available to o£fset current period earnings, the 
spreadsheet uses the negative value in the "Loss Carry Forward" line to obtain an 
adjusted earnings value. If no previous losses affect the tax situation, the "Loss 
Carry Forward" value is equal to zero. The "Adjusted Taxable Earnings" value 
then equals the EBT value. In either case, the "Tax Liability" is calculated using 
the "Adjusted Taxable Earnings" value and the tax rate specified by the user in 
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the input module. Subtracting the taxes from the adjusted earnings provides "Net 
Income (or Loss)." 
Pro Forma Cash Flow Statement 
The Pro Forma Cash Flow Statement provides projections of the cash 
inflows and disbursements. Because this statement projects the timing of cash 
movement, rather than revenues and expenses, it can show a picture that is quite 
different from the income statement. Figure 18 shows how the cash flow 
statement appears on the computer screen for the first three months. 
The default linkages between the cash flow statement and other schedules 
have been kept as straightforward as possible to assist in user understanding and 
manipulation. With straightforward linkages, the spreadsheet has most cash 
movements occurring during the same period that the revenues or expenses are 
recorded. This arrangement is likely to require user adjustments to get the timing 
of particular cash items to more closely reflect user projections. For maximum 
user flexibility, only the summation rows and columns are protected from changes. 
The user is able to adjust linkage references and formulas as needed. 
The cash flow statement starts with the "Beginning Cash Balance." 
Except for Month 1, the cells in this row reference the previous period's "Closing 
Balance with Credit Draw" cell. If a user is not interested in using the credit draw 
option on the lower portion of the statement, the "Beginning Cash Balance" can be 
adjusted to reference the previous period's "Ending Cash Balance. " The rows of 
the lower portion of the statement could be hidden or deleted with the appropriate 
Excel commands. 
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A S  A T  A U  A V  A W  
3 1 2 Pro Forma Cash Flow Month Month Month 
31 3 Statement 1 2 3 
31 4 
oToo o."6o 31 5 Beginning Cash Balance 
3 1 6 1 
31 7 ADD: Cash Inflow 1 
31 8 Cash Receipts | O.OO 0.00 0.00 
31 9 Accts Receivable Collections 
3 2 0  Interest Income | o.bol 0.00 r 0.00 
32 1 Loans | 
3 2 2  Invested Capital 1 
3 2 3  Total Cash Inflows | 0.0ft 0.00 0.00 
3 2 4  1 
3 2 5  MINUS: Cash Disbursements 
3 2 6  Direct Materials | 0.00 0.00 o.oa 
3 2 7  Direct Labor f 0.00 0.00 0.0(1 
3 2 8  Direct Equipment | 0.00 0.00 o.oo; 
3 2 9  Shipping to Retail 0.00 0.00 ô.ôd 
3 3 0 Operations Overhead 1 0.00 0.00 0.00 
3 3 1  Marketing Expenses | 0.00! 0.00 o.od 
3 3 2  Administrative Expenses 0.00 0.00 0.00 
3 3 3 Interest bn Credit Line 0.00 o.od 
3 3 4  Interest on Loans 0.00 0.00 o.oq 
3 3 5  Tax Payments i  
3 3 6  Capital Purchases o.oc 0.00 0.00 
3 3 7  Loan Principal Payments i  
3 3 8  Marketable Securities Purchase 
- 1 3 3 9  Dividend/Owner Withdrawal 
34 0 Total Cash Disbursements 0.00 0.00 o.oo! 
34 1 
3 4 2  Total Inflows • Total Disbursements 0.00 0.00 0.00 
3 4 3  (net cash flow) 
3 4 4  
3 4 5  Ending Cash Balance 0.00 0.00 0.00 
Figure 18. Pro forma cash flow statement (first three months only) 
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A S  A T  A U  A V  A W  
3 4 6  
3 4 7  Minimum Cash Balance Desired 0.00 0.00 o.od 
3 4 8  
3 4 9  Extra Funds Needed 0.00 0.00 d.ooj 
3 5  0  1 
3 5 1  Draw on Credit Line 0.00 0.66 6.6o| 
3 5 2  Payment on Line of Credit o.oo 0.00 d.ooj 
3 5 3  Credit Line Balance 0.00 0.00 6.6 a 
3 5 4  Interest Due on Line of Credit 0.00 0.00 o.oq 
3 5  5  
3 5 6  Total Interest Paid for Period 0.00 0.00 [ o
 
o
 
C) 
3 5 7  Total Principal Paid for Period 0.00 0.00 o.oo! 
3 5  8  i  
3 5 9  Closing Balance with Credit Draw o.oq 0.00 0.0(^ 
Figure 18. (continued) 
The cash inflows section of the statement begins with the "Cash Receipts" 
line. These values are taken directly from the sales schedule line of "Gross Sales 
Revenue" of the same period. Depending on the particular products, method of 
sales, and the payment collections process, the "Cash Receipts" line may need to 
be adjusted to show a different timing. One possibility would be to have a 
percentage of the "Gross Sales Revenue" reflected as current "Cash Receipts ' and 
the remainder shown as "Accts Receivable Collections" in future periods. 
Users will need to adjust "Cash Receipts" to suit their particular cash 
collection strategies. Users will also need to provide values for the other cash 
inflow lines: "Accts Receivable Collections," "Interest Income," "Loans," and 
"Invested Capital," if these items are different than zero. Any nonzero values 
that are needed for these lines during the three years must be provided by the 
user. Values placed in the "Loans" and "Invested Capital" cells will be 
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automatically reflected by changes on the balance statement in the "Long Term 
Liabilities ' and "Owners' Equity" sections, respectively. 
The "Total Cash Inflows" sums the cash inflows. This sum does not include 
the beginning balance. 
The cash disbursements include cash outflows of many activities. The 
"Direct Materials" line adds the direct materials costs of all seven products for the 
current periods as shown on the direct cost schedule. In the same manner, "Direct 
Labor" and "Direct Equipment" show the sums of cash payments for the current 
period's labor and equipment costs for all products on the direct cost schedule. 
Depending on several factors such as product mix, purchases on account, wage 
accruals, equipment lease arrangements, etc., the timing of these three line items 
may need user adjustments. 
The "Operations Overhead " line uses the "Total Operations Overhead" line 
from the operations cost schedule, and then subtracts the noncash amortization 
and depreciation items. This line may also have particular elements that need to 
be manually adjusted to better reflect the cash timing. One example would be the 
utility items included in the operations totals. Payment of these costs may need 
to be lagged a month or two from the time of their occurrence. 
"'Marketing Expenses" are taken directly from the current period on the 
marketing and administrative cost schedule. "Administrative Expenses" are also 
taken from the current period, but the "Total Administrative Expenses" line is 
used minus noncash items of amortization and depreciation. Users should 
scrutinize this line item of the cash flow statement as it lumps together salaries, 
office rent, utilities, and insurance. These items alone are not likely to be paid in 
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the same mamier and should be given careful consideration as to their cash flow 
timing. 
The "Interest on Credit Line" is taken from the previous period's "Interest 
Due on Line of Credit" on the lower portion of the cash flow statement. "Interest 
on Loans" uses the interest rate from the input module to calculate the interest on 
the sum of the previous period's "Current Portion of Loans Payable" and "Loans 
Payable" found in the liabilities sections of the balance sheet. 
Tax payments are assumed to be made quarterly. These payments are 
anticipated to be paid in the month following the close of a given quarter. For 
example, the tax liability shown on the income statement for months 1,2, and 3 is 
shown to be a cash disbursement in Month 4 on the cash flow statement. 
The "Capital Purchases" line is taken directly from the current period's 
"Total Capital Purchases" on the capital purchases schedule. The "Loan Principal 
Payments" line is set to zero by default. Users are expected to specify their 
anticipated loan payment projections in conjunction with adjustments to "Current 
Portion of Loans Payable" on the balance sheet. The default setting of the 
spreadsheet accepts loans as cash inflows on the cash flow statement and adds 
them to the "Loans Payable " amount on the balance sheet. Interest is assumed 
to be paid monthly based on the previous period's loan balance. The bulk of most 
loans is expected to be paid after the three year period. User's making regular 
principal payments on long term loans will need to enter the anticipated payment 
schedule into the "Loan Principal Payments " line. 
The "'Total Cash Disbursements ' is the sum of all cash outlays for the 
given period. This sum is subtracted from the "Total Cash Inflows"' to get the 
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period's net cash flow. The "Ending Cash Balance" is obtained by adding the net 
cash flow to the "Beginning Cash Balance." 
The "Minimum Cash Balance Desired" is a user-specified level of cash to be 
maintained. This level is obtained from the input module. By comparing this 
minimum level to the "Ending Cash Balance," the spreadsheet determines the 
level of "Extra Funds Needed." If the need for extra funds is a positive value, that 
value is assumed to be obtained as a "Draw on Credit Line." If excess cash is 
available and the credit line balance is positive, a "Payment on Line of Credit" is 
made. The "Credit Line Balance" takes the previous period's value and adds any 
current period draw, or subtracts any current period payment. 
The "Interest Due on Line of Credit" uses the interest rate provided in the 
input module and the "Credit Line Balance" to determine interest due. This 
amount becomes a cash disbursement in the following period. 
"Total Interest Paid for Period" adds cash disbursements for "Interest on 
Credit Line" and "Interest on Loans." "Total Principal Paid for Period " adds 
amounts paid as "Loan Principal Payments" and "Payment on Line of Credit.'" 
The "Closing Balance with Credit Draw " adds the "'Ending Cash Balance " line and 
the "Draw on Credit Line" value. As stated earlier, this closing balance is used as 
the beginning balance for the next period. 
Pro Forma Balance Statement 
The final statement in Module C is the balance statement. Figure 19 shows 
how the first three months of the Pro Forma Balance Statement appears on the 
computer screen. 
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This statement is used to show the projected assets and Habilities of a 
business at specific moments in time. Where the income and cash flow 
statements present flows of net income and cash during a given month, the 
balance statement presents a static picture of the business at the end of the 
given month. 
The first section of the balance statement covers current assets. The 
"Cash" asset value is taken directly from the "Closing Balance with Credit Draw" 
in the cash flow statement. The remaining line items of current assets are not 
determined by the spreadsheet, but are to be specified by users according to their 
particular needs. As users determine their anticipated levels of receivables, 
inventories, and prepaid expenses during their projections of cash flow, entries can 
be developed for the balance statement. 
Fixed assets need to correspond to the capital purchases. The cells for 
"Buildings & Equipment" reference values in "Total Capital Purchases" from the 
capital purchases schedule and add these values to the previous period's 
"Buildings & Equipment." Buildings, equipment, and land (minus accumulated 
depreciation) are added together to provide "Total Fixed Assets." This value is 
then added to "Total Current Assets" to provide "Total Assets." 
"Current Liabilities" is the next group of items in the balance statement. 
Of these items, "Line of Credit" is obtained firom the cash flow statement and 
"Income Taxes Payable" is obtained fi*om the income statement. The other 
current Habilities are to be specified by the user. 
"Long Term Liabilities" are assumed to consist of a sum of all "Loans 
Payable." "Total Liabilities" is determined by the spreadsheet by adding "Total 
Current Liabilities" and "Total Long Term LiabiHties." 
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AS AT AU AV AW 
36 3 Pro Forma End of End of End of 
3 6 4  Balance Sheet Month Month Month 
3 6 5  1 2 3 
3 6 6  
3 6 7  Current Assets 
3 6 8  Cash 0.00 0.00 0.00 
3 6 9  Marketable Securities 0.00 0.00 O.OO 
3 7 0  Accounts Receivable 
37 1 Inventory - Raw Materials 
3 7 2  Inventory - Work in Progress 
3 7 3  Inventory - Finished Products 
3 7 4  Prepaid Expenses | 
3 7 5  Total Current Assets [ 0.00 0.00 0.00 
3 7 6 
Fixed Assets | 3 7 7  
3 7 8  Buildings & Equipment 0.00 0.00 
3 7 9  Less Accumulated Depreciation 0.00 0.00 O.OO 
3 8 0  Net Buildings & Equipment 0.00 0.00 0.00 
3 8 1 1 ! 
3 8 2  Land | o.do 0.00 6.6a 
3 83 j 
3 84 Total Fixed Assets 1 0.00 0.00 0.00 
3 8 5  1 
3 8 6  Total Assets { o.oc 0.00 p
 
O
 
Figure 19. Pro forma balance statement (first three months only) 
70 
A S  A T  A U  A V  A W  1  
3 8 7  i 
3  8  8  Current Liabilities 1 
3 8 9  Accounts Payable 
3 9  0  Line of Credit 0.00 0.00 o.ooj 
3 9  1  Current Portion of Loans Payable 
3 9 2  Accrued Wages 
3 9 3  Income Taxes Payable 0.00 0.00 o.ool 
3 9 4  Total Current Liabilities O.OQ 0.00 0.04 
3 9  5  
3  9  6  Long Term Liabilities 
3  9  7  Loans Payable 0.00 o.bo 6.66: 
3 9  8  Total Long Term Liabilities 0.00 o.od o.oq 
3 9  9  1 
4 0 0  Total Liabilities 0.00 0.00 o.oa; 
4 0 1  
4 0 2  Owners' Equity 1 
4  0  3  Original Investment 0.00 0.00 o
 
o
 
4 0 4  Subsequent Investments 0.00 0.00 0.001 
4 0 5  Retained Earnings 0.00 0.00 0.0(1 
4 0 6  Less Withdrawals or Dividends 0.00 0.00 o.ool 
4 0 7  Total Owners' Equity 0.00 0.00 o.od 
4 0 8  1 
4 0 9  Total Liabilities & Equity 0.00 0.00 0.0# 
Figure 19. (continued) 
The "Owners' Equity" section of the balance statement presents the level of 
investments projected for the business in the first two Une items, "Original 
Investment" and "Subsequent Investments." "Retained Earnings" uses the value 
from "Net Income (or Loss)" from the income statement. Users are expected to 
specify any withdrawals from the profits of the business. Most startup 
businesses are anticipated to need reinvestment of earnings as opposed to any 
dividend payments, so the default for "Less Withdrawals or Dividends" is zero. 
Adding investments and net retained earnings provides "Total Owners' Equity." 
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Adding this value to "Total Liabilities," the spreadsheet provides "Total Liabilities 
& Equity." 
Since the basic equation of the balance sheet states that assets equal 
liabilities plus owners' equity (Spiller and Gosman 1984), users will need to ensure 
that the values for "Total Assets" equals the values in the "Total Liabilities & 
Equity" line. To help view and compare these two sets of values, the spreadsheet 
repeats the "Total Assets" line in row 409 and displays the difference between 
"Total Assets" and "Total Liabilities & Equity" in row 410. Figure 20 displays this 
feature designed to help check balance sheet values. 
AS AT AU AV AW 
4 0 0 Owners' Equity I 
4 0 1  Original Investment 0.00 0.00 0.0(^ 
4 0 2  Subsequent Investments 0.00 0.00 0.00: 
4 0 3  Retained Earnings 0.00 0.00 O.OOl 
4 0 4  Less Withdrawals or Dividends 0.00 0.00 o.oa! 
4 0 5  Total Owners' Equity O.OQ 0.00 o.ooi 
4 0 6  I 
4 0 7  Total Liabilities & Equity 0.00 0.00 
o
 
d
 
4 0 8  1 1 
4 0 9  Total Assets | 0.00 o.oq o.oq 
4 1 0 Difference | 0.00 0.00 o.ooi 
Figure 20. Lower portion of balance sheet with error check rows (first three 
months only) 
Companion Macro Sheet 
The base spreadsheet has 67 columns and 442 rows. To help move within 
this spreadsheet, a companion worksheet of macro conunands was developed. 
Macro commands to help print reports from the spreadsheet are also included on 
the macro sheet. The macro sheet is not required to operate the base 
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spreadsheet. All functions of the spreadsheet can be conducted without use of the 
companion macros. 
The name of the macro sheet is "AID." This name is purposefully short to 
allow longer macro command names to be attached to it and adequately viewed in 
Excel dialog boxes. A listing of the cell entries in "AID" is given in Appendix B. 
Column A of the macro sheet is devoted to start up and go to commands. 
Corresponding comments to these macros are given in column B. The macros 
contained in column A are Usted in Table 2. 
Colunm D of the macro sheet is devoted to print commands for individual 
statements or reports. The effective area of this column is from rows 92 to 253. 
Table 2. Macro commands in column A of macro sheet "AID" 
Row Macro Shortcut Macro 
Location Command Letter Purnose 
3 STARTUP Position spreadsheet at startup 
14 GOTO VCl q Move screen to product page 1 
18 GOTO VC2 w Move screen to product page 2 
22 GOTO VC3 8 Move screen to product page 3 
26 GOTO VC4 r Move screen to product page 4 
30 GOTO VC5 t Move screen to product page 5 
34 GOTO VC6 y Move screen to product page 6 
38 GOTO VC7 u Move screen to product page 7 
44 GOTO DATA z Move to Data Summary 
50 GOTO SALES s Move to Sales Schedule 
54 GOTO DIR COSTS d Move to Direct Costs Schedule 
58 GOTO OP COSTS 0 Move to Operations Costs 
62 GOTO M&A COSTS m Move to Marketing & Admin 
66 GOTO CAPITAL P Move to Capital Purchases 
72 GOTO INCOME i Move to Income Statement 
76 GOTO CASH c Move to Cash Flow Statement 
80 GOTO BALANCE b Move to Balance Sheet 
84 GOTO LIABILITIES 1 Move to Balance Sheet Liabilities 
88 GOTO RATIOS f Move to Financial Ratios 
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Corresponding comments to document these macro commands are in column E. 
Table 3 presents the macro commands found in column D. The spreadsheet 
allows users to select printing of three-year schedules or statements with the first 
year shown using months. Optionally, the spreadsheet also allows printing all 
three years by quarters. For commands related to printing schedules or 
statements, two macros are listed for each document: one macro to print with the 
first year by months and one macro to print all three years by quarters. 
Table 3. Macro commands in column D of macro sheet "AID" 
Row Macro Shortcut Macro 
Location Command Letter Puroose 
94 PRINT VCl Q Print product page 1 
103 PRINT VC2 W Print product page 2 
108 PRINT VC3 E Print product page 3 
113 PRINT VC4 R Print product page 4 
118 PRINT VC5 T Print product page 5 
123 PRINT VC6 Y Print product page 6 
128 PRINT VC7 U Print product page 7 
136 PRINT DATA SUMMARY Z Print Data Summary 
146 PRT SALES W/MONTHS S Print Sales Schedule 
154 PRT SALES BY QTRS -
162 PRT DIR COSTS W/MONTHS D Print Direct Costs Schedule 
167 PRT DIR COSTS BY QTRS -
173 PRT OP COSTS W/MONTHS 0 Print Operations Costs 
178 PRT OP COSTS BY QTRS -
184 PRT MKT&ADM COSTS W/MONTHS M Print Marketing & 
189 PRT MKT&ADM COSTS BY QTRS 
-
Administrative Costs 
195 PRT CAP PURCH W/MONTHS P Print Capital Purchases 
200 PRT CAP PURCH BY QTRS -
209 PRT INCOME W/MONTHS I Print Income Statement 
217 PRT INCOME BY QTRS -
226 PRT CASH W/MONTHS C Print Cash Flow Statement 
231 PRT CASH BY QTRS -
238 PRT BAL ST W/MONTHS B Print Balance Sheet 
243 PRT BAL ST BY QTRS -
248 PRT RATIOS - Print Financial Ratios 
Columns C, F, and I are blank to help segment the macro sheet. Column G, 
from rows 255 to 395, is devoted to automated printing of multiple reports through 
the use of dialog boxes. Column H provides corresponding comments to document 
the commands in column G. Table 4 lists the macro commands of column G. 
These commands must be selected from the Macro Run menu as no shortcut 
letters are assigned to them. 
Columns J through P are devoted to the dialog box definition tables that 
support the macros in column G. These definition tables are found between rows 
397 and 447. These tables control the dialog boxes and provide communication 
between users and the multiple report macros. 
Table 4. Macro commands in column G of macro sheet "AID" 
Row Macro Shortcut Macro 
Location Command Letter Purpose 
255 PRINT VC REPORTS - Select & print 
product page reports 
287 PRINT SUPPORT SCHEDULES - Select & print support 
schedules 
354 PRINT FINANCIAL STATEMENTS - Select & print financial 
statements 
MODEL USE 
Software and Hardware Requirements 
The spreadsheet program was written using Microsoft® Excel (Version 3.0). 
The program incorporates macro commands to aid in formatting and 
computations. The conversion of Excel files to other formats for use in alternative 
spreadsheet programs should be conducted with care. Performance of the 
spreadsheet may be unsatisfactory if conversions to alternative formats do not 
accurately translate and interpret the macro commands. A statement of 
copyright for the spreadsheet is presented in Appendix C. This statement also 
contains a disclaimer of warranties and a limitation of liabilities. 
The program is intended to be run on any microcomputer that can use the 
Excel spreadsheet software. The program was developed on a Macintosh SE. 
A working knowledge of spreadsheet operations is required to effectively use 
the standard program. Users proficient in Excel could customize the program to 
meet specialized needs. Use of reference materials such as Microsoft Corporation 
(1991) or Cobb and McGuffey (1989) is recommended to fully utilize Excel 
capabilities. Kyd (1990) discusses a variety of business applications for Excel. 
Preparing a Business Plan 
To properly use the spreadsheet framework, users would need to know the 
background material found in the text of his or her business plan. The following 
material provides a quick overview of information users should know before 
entering data into the spreadsheet. This section is not intended to take the place 
of business planning manuals (e.g., Osgood and Curtin 1984, Rich and Gumpert 
1985, Siegel et al. 1987, Timmons 1990) or planning guides available from state 
business development centers or the United States Small Business 
Administration. 
This overview shows connections between background materials in a 
business plan and specific data entry points in the spreadsheet. Figure 21 
presents a blank product page from Module A of the spreadsheet. This input page 
helps identify data required during business planning. 
Market research provides a base of information for developing financial 
projections. A market analysis covering customers and competitors requires a 
significant amount of work for planners developing a new business. Obtaining the 
best possible information within the constraints of time and funding will be critical 
to the usefiilness of the financial analysis, the overall success of the business 
plan, and the business itself 
For spreadsheet use, customer analysis is critical to identify and justify 
specific data inputs. As can be seen in Figure 21, the initial data needed for the 
product pages are the names of products to be sold, their respective prices, and 
projections of quantities to be sold. The intent of these items is to project 
revenues of a new business. 
Analyzing the Customers 
A profitable business requires customers. Product design and development 
must be done with the customer in mind. An entrepreneur interested in using low 
quality wood as an input resource must be sure this resource can be converted to 
a customer-pleasing product. 
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VARIABLE PRODUCTION COST ANALYSIS 
FOR 
PRODUCT NO. 1 
PRODUCT NAME: 
SALE UNIT MEASURE 
MONTHLY SALES VOLUME 
Link with financial analysis worksheet? | NO 1 
Costs Revenues 
PROJECTION OF VARIABLE COSTS 
Cost of Materials (FOB Marketing Center) 
Stumpage 
Harvest Costs 
Transportation to Marketing Center 
Total Cost of Materials Per Unit Sold 0.00 
Cost of Processing 
Labor 
Equipment Operating Expenses 
Total Cost of Processing Per Unit Sold 0.00 
Per Unit Cost of Goods Sold 0.00 
PROJECTION OF PER UNIT REVENUE 
Retail Price 
Retail Margin as Percent = 0.00 
Wholesale Price (FOB Retail Location) 0.00 
Transportation to Retail 
Wholesale Price (FOB Marketing Center) 0.00 
PROJECTION OF PER UNIT MARGIN 
Wholesale Price (FOB Marketing Center) 0.00 
Per Unit Cost of Goods Sold 0.00 
Unit Contribution Margin 0.00 
Figure 21. Product page form for data collection 
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Getting and keeping customers requires a business to deliver goods or 
services that please customers. Although this thought is simple, it can be 
extremely difficult to implement. Every product has many aspects to it. The 
customer's satisfaction could depend on the product's performance, price, or 
purchase location. Intangible product aspects such as salesperson courtesy or 
delivery timeliness can be the focus of a customer's satisfaction or dissatisfaction 
with a business and its product. 
Beginning a new business requires analysis of potential customers rather 
than existing customers. Market research should determine who will buy products 
the new business intends to sell. More importantly, this research should provide 
estimates of how much product would be purchased and when purchases would be 
made. By examining how potential customers would make their purchase 
decisions, an entrepreneur can use market research to determine the critical 
factors involved in product success. Business guides often have checklists of 
questions to help analyze a potential customer base (Osgood and Curtin 1984, 
Siegel et al. 1987). 
After a product name and its unit of measure is entered in a product page, 
the next input is an estimate of monthly sales volume. This sales projection is the 
most critical value in the data. All revenue estimates originate from an 
expectation of product units to be sold. Spreadsheet users need to be able to 
provide rationale to support their sales projections. This rationale is developed 
through market research that identifies a target market and its size. By knowing 
the number of target customers in a given market and an average amount of 
product used, an entrepreneur could estimate total market size. An estimate of 
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sales could be projected based on an anticipated market share to be captured by 
the new marketing center. 
By studying target customers and their particular needs, entrepreneurs 
gain insight into product characteristics desired by customers. Knowing how 
customers evaluate products is important in pricing products and comparing 
these products with their competition. By knowing the value of their products to 
customers and how their prices compare with competing products, business 
planners would be able to estimate their products' competitiveness in the market. 
A major flaw in many business plans is the optimistic projection of units of 
product to be sold. Actual realization of this particular projection depends on 
correct assessment of the market, including customers and competitors, as well 
as product production, promotion, pricing, and delivery. Without adequate market 
analysis, a business plan could easily project higher unit sales, and hence 
revenues, than would actually be achieved by a new business. 
To properly select a market segment to target, a new business should have 
information on current purchasing patterns of prospective customers. A new 
business should identify those particular segments of a total market most likely to 
become buyers. The characteristics of these segments should be identified. A new 
business should select one or possibly two specific target market segments that 
would be most likely to buy the business's products. Promotions and sales efforts 
would then be concentrated toward the selected target segment. 
Analvzing the Competitors 
Information on competitors is also critical to the development of unit sales 
projections and pricing strategies. Analyzing the competition includes examining 
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current and potential direct competitors as well as substitute products that may 
meet customer needs. A new business intending to sell residential firewood should 
know who the current firewood suppliers are as well as the suppliers of coal, 
heating oil, and natural gas. The characteristics of these competitors, the prices 
they charge, and the quality of their products would have direct impacts on the 
sales and overall success of any new firewood business. 
In addition to identifying current and potential competitors, market 
research should provide information on competitors' prices, product quality, and 
sales levels. Knowing the strengths and weaknesses of competitors helps 
entrepreneurs develop competitive sales strategies. These strategies affect the 
sales levels and prices used in the financial spreadsheet. 
Producing the Product 
Each product would have specific costs directly associated with its 
production. An important, and often difficult, task of business planning is 
projecting direct costs of production on a per-unit basis of product produced. By 
subtracting the per-unit production cost from a product's selling price, a gross 
sales margin can be determined. This gross margin is then the amount available 
to cover indirect and overhead costs and provide any potential profits. 
Determining production costs of new products requires knowledge of 
resource input costs and operational efficiencies. For example, to produce one ton 
of wood chips for sale, a planner needs to know how many labor hours and 
machine hours would be needed and their respective costs. As shown in Figure 21, 
information needed for the spreadsheet includes volumes and prices of all direct 
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materials, direct labor, and direct equipment that would be used to produce one 
unit of each planned product. 
A serious limitation of any model or template is the correct projection of 
results based upon incorrect assumptions or inaccurate data. The spreadsheet 
will provide financial statements that use the per-unit materials, labor, and 
equipment costs from Figure 21 as a foundation to project costs over time. Errors 
in the per-unit estimates will be magnified by the quantity of sales projected. 
Spreadsheet users should obtain cost estimates that are as accurate as 
possible. Perhaps even more important, users should periodically reevaluate 
these estimates so that the estimates do not become accepted as constants. As 
underlying assumptions of a new marketing center change (e.g. projections of 
equipment or personnel) resulting changes in anticipated operational efficiency 
might change cost estimates for a given product. Periodic review of input data 
would ensure that cost values used match production expectations. 
Organizing the New Business 
To complete an input page as shown by Figure 21, information concerning 
product distribution would be needed. If products are to be sold to retailers for 
subsequent sale to end users, the price that retailers would use for their sales 
would be important. A marketing center should know the percentage of the retail 
price that retailers would keep as their margin. If transportation costs would be 
involved, business planners should know who would pay for these costs, the 
retailers, or the new business being planned. 
Business planners would need to make projections of number of employees 
and types of capital equipment involved in the operations of producing and 
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delivering products to customers. As part of direct costs, the spreadsheet uses 
personnel and equipment information in each product page as elements of cost of 
goods sold. Personnel costs are also found in the indirect labor item of Operations 
Costs and in the sales, executive, and office salaries of Marketing and 
Administration Expenses. Figure 22 presents Part Two of the Data Summary 
where indirect labor would be entered into the spreadsheet. Equipment expenses 
are included as depreciation items in Operations and Administrative line items. 
As Figure 22 shows, Part Two is intended to operate as several checklists of 
potential expense areas that could be incurred by new businesses. Users building 
financial projections for new businesses would strengthen their projected cost 
structures by considering as many expenses as possible. The spreadsheet 
flexibility allows users to hide those line items that do not fit their particular 
situations. Also, if certain expenses need to be added, users could insert additional 
rows to accommodate more line items. 
Since new capital equipment purchases are different than recurring 
expenses, they are handled in a separate element of the spreadsheet. Users 
provide equipment purchase projections in the capital purchases schedule. By 
specifying their projected depreciation expenses in Part Two of the Data 
Summary, users provide for capital equipment expenses to enter the profit and 
loss analysis as regular depreciation items. 
Before users can accurately project their anticipated business expenses, 
such as "Depreciation - Equipment," they need to be able to describe their 
particular business, their anticipated customers, and their products. In addition, 
they need to describe their organization, including personnel and equipment. 
Anticipated depreciation methods need to be identified for equipment and buildings. 
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^perations^in^tem^^^^^ 
Indirect Labor Costs 
Training & Safety 
Expendable Tools & Supplies ___________ 
Equipment Repair & Maintenance 
Equipment Rental 
Production Utilities 
Building Lease Costs _________ 
Leasehold Improvements Amortization 
Depreciation - Equipment 
Depreciation - Buildings 
Operations Miscellaneous 
^ariceting_Line_Item^______ _Monthl^_Cosk 
Advertising & Brochures 
Travel & Lodging 
Sales Salaries & Benefits 
Sales Commissions 
Administrative Line Items JMonthhrÇos^ 
Executive Salaries & Benefits 
Office Salaries & Benefits ____________ 
Office Supplies 
Office Utilities 
Telephone 
Office Rental ___________ 
Office Equipment Rental 
Depreciation - Office Equipment 
Depreciation - Office Building _________ 
Insurance 
Taxes & Licenses 
Legal & Audit 
Start Up Cost Amortization 
Administrative Miscellaneous 
^nnuaJ_%^ate 
Interest Rates; Loan: 
Line of Credit: 
Tax Rates: Total (Federal + State) 
Minimum Monthly Cash Balance Desired 
Figure 22. Part two of data summary form for data collection 
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Figure 22 has two interest rate input items. To accurately complete these 
items, users woiild need to project their anticipated credit relationships. 
As mentioned earlier, the spreadsheet framework provides financial 
statements for the latter part of business plans. Early chapters of a business 
plan should be devoted to discussions of customers, competitors, products, and 
business organization (Rich and Gumpert 1985). These discussions need to 
substantiate the values used by the spreadsheet to produce financial statements. 
Using the Spreadsheet 
Data Entry 
To begin use of the spreadsheet "Opportunity Analysis," the program is 
first opened as an Excel document. If the macro sheet "AID" is available to the 
computer, it automatically will be opened and used to position the spreadsheet on 
the computer screen. Using "AID," the computer will show the top of the product 
page for Product No. 1 and activate cell D5 for entry of the "PRODUCT NAME." 
After typing a name, users would hit RETURN, thus entering this product and 
proceeding to D6. The unit of measure for this product would then be entered. The 
measure of a single unit is preferred (e.g. ton not tons, cord not cords). An initial 
projection of "MONTHLY SALES VOLUME" is then entered into cell D7. 
Adjustments of this value may be made later in the Pro Forma Sales Schedule. 
If the macro sheet "AID" is not available to the computer, a dialog box will 
indicate that the autoexec macro can't be found. The dialog box will ask whether 
to continue without this macro sheet. Users can select a continue button and 
operate the spreadsheet without the use of the macro sheet. 
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A reference problem concerning the macro sheet may occur when the 
macro sheet is saved under a different name. Since the autoexec macro in the 
spreadsheet searches for a particular macro sheet named "AID" in the same 
folder as the spreadsheet, any changes in the name "AID" or its location would 
block the autoexec references. 
As shown earlier in Figure 6, the cell DIO indicates whether the page for 
Product No. 1 is linked to the Data Summary in Module B. Once linked to Module 
B, a product page would be connected to the remainder of the spreadsheet. To 
initiate this linkage, users need to enter YES in capital letters in cell DIO. 
Spreadsheet users can link each product page at their discretion. This flexibility 
allows each product page to be completed and proofread before linking occurs. 
Also, if users want to test combinations of different products, they may 
manipulate the linkage cells on each product page to link the product 
combinations of interest. 
Cells DIG, D17, and D18 cover the costs of materials collection. Low 
quality hardwoods harvested from woodlots would have stumpage costs paid to 
landowners, harvest costs paid to loggers, and transportation costs paid to 
truckers. Variations on procurement of materials could be made by changing 
A16, A17, and A18. For example, "Stumpage" could be changed to "Purchases" in 
cell A16 and given a cost in D16. Cells D17 and D18 could be given values of zero 
to reflect a marketing center that purchases delivered materials. Any 
procurement variations must maintain the integrity of row 19 as this row's values 
are referenced by other cells. 
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For cost values entered in cells D16, D17, and D18, as well as cells D22 and 
D23, they must be on a per-unit-sold basis. Once these five cells have been 
entered, the computer provides a total cost of goods sold value in cell D26. 
The retail price of Product No. 1 is entered in cell E31. For marketing 
centers that do not sell to retailers, the retail margin in cell C32 is left at zero. If 
retailers are involved, users would enter a value for the retailers' margin in C32. 
This value should be entered as a whole number without using a percentage sign. 
The spreadsheet automatically subtracts the retail margin from the retail price to 
provide a wholesale price. 
Users specify who pays for shipping to retail locations by the values they 
enter in cell E35. By using a zero value, users would indicate that shipping from 
the marketing center location to retail locations is paid by the retailers. If 
transportation costs are borne by the marketing center, a per-unit shipping cost 
is entered in cell E35. 
Once cell E35 is completed, users would be done with entries for this 
product page. The spreadsheet automatically calculates values in the remainder 
of the page and, if linked by cell DIO, passes the data input to Module B. 
To ensure that accidental typing does not make damaging changes to the 
spreadsheet, most cells in the spreadsheet are cell-protected to prevent changes. 
In the product pages, 14 cells are not cell-protected. These cells allow data entry 
as discussed. 
Users would go on to other product pages as needed by their particular 
situations. To move among product pages, users can select macro commands 
under the Macro Run menu at the top of the screen. To shortcut the selection of a 
8 7  
Go To macro for product pages, the following keyboard commands in Table 5 can 
be used due to Excel's Option-Command-Key option for macros. 
Printing of individual product pages can be accomplished using macro 
commands found under the Macro Run menu at the top of the screen. 
Alternatively, the following keyboard commands of Table 6 can be used as 
shortcuts. 
Table 5. Shortcut macro commands to move between product pages 
Use these keys 
simultaneouslv to BO to: 
Option-Command-q Product page 1 
Option-Command-w Product page 2 
Option-Command-e Product page 3 
Option-Command-r Product page 4 
Option-Command-t Product page 5 
Option-Command-y Product page 6 
Option-Command-u Product page 7 
Table 6. Shortcut macro commands to print product pages 
Use these keys 
simultaneouslv to orint: 
Option-Command-Shift-Q Product page 1 
Option-Command-Shift-W Product page 2 
Option-Command-Shifl-E Product page 3 
Option-Command-Shift-R Product page 4 
Option-Command-Shift-T Product page 5 
Option-Command-Shift-Y Product page 6 
Option-Command-Shift-U Product page 7 
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Printing product pages once they have been completed provides 
documentation of values used in spreadsheet projections. To select multiple 
product pages, users may select the PRINT VC REPORTS command under the 
Macro Run menu. This macro provides a dialog box for users to select the 
combination of product pages that they would like to print. 
After completing product pages, users would move to other sections of the 
spreadsheet with the macro commands listed in Table 7. These macros are also 
listed in the Macro Run menu. 
Users would move to the Data Summary to view the results of any linked 
product pages. Users would also move to the Data Summary to enter values into 
expense categories. Simultaneously using the keys: Option-Command-z, users 
would go to Part One of the Data Summary. Scrolling down moves users through 
Part One to Part Two. 
Users would enter values in column AP for those line items between rows 
73 and 106 that are appropriate for them. If line items need to be added, users 
Table 7. Shortcut macro commands to move to spreadsheet sections 
Use these keys 
simultaneously to go to: 
Option-Command-z Data Summary 
Option-Command-s Sales Schedule 
Option-C ommand-d Direct Costs Schedule 
Option-Command-o Operations Costs 
Option-Command-m Marketing & Admin 
Option-Command-p Capital Purchases 
Option-Command-i Income Statement 
Option-Command-c Cash Flow Statement 
Option-Command-b Balance Sheet 
Option-Command-1 Balance Sheet Liabilities 
Option-Command-f Financial Ratios 
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should consider changing unused line items in column AM. The depreciation and 
amortization items in rows 81, 82, 83, 100,101, and 105 can not by changed as 
these are involved in later calculations between the income and cash flow 
statements. Accordingly, cells AM81, AM82, AM83, AMIOO, AMIOI, and AM105 
ai e cell-protected to prevent accidental overtyping. Other unused line item 
headings, however, could be changed to fit user needs. Line item heading changes 
in column AM are reflected by automatic changes in respective cost schedules. 
To complete Module B, users would enter four values at the bottom of Part 
Two. The first two values are interest rates on loans and lines of credit. These 
values should be weighted average rates if multiple loans or multiple credit lines 
are anticipated. The interest rate values should be entered as an annual 
percentage without a percent sign. 
Beginning balances of loans outstanding at business inception are entered 
later in the Pro Forma Balance Sheet in cell AU397 for "Loans Payable" in the 
first month. Subsequent loans are entered as cash inflows in the "Loans" row of 
the Pro Forma Cash Flow Statement. These later loans are automatically added 
to the outstanding loans in the balance sheet. 
A combined average tax rate, for both federal and state taxes, would be 
entered in cell API 11. This value also should be entered as an annual percentage 
without a percent sign. 
The final value to be entered is a minimum level of cash to be maintained 
by the business. Once this desired cash balance minimum has been entered in cell 
AP113, basic data entry for the spreadsheet "Opportunity Analysis" is complete. 
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The Data Summary could then be printed as a documentation report using 
the macro command under the Macro Run menu or by simultaneously using 
Option-Command-Shift-Z. 
Once Module B has been completed, users can move to and scroll through 
different sections of the spreadsheet using the key commands that were listed in 
Table 7. 
Adjustments 
After competing Module B data entry, users should inspect all of the 
support schedules and financial statements as a check for errors and validity. 
They should check to see if any changes are needed in the input values or in their 
timing. 
Users should first inspect the sales schedule to ensure that sales and 
revenue projections are correctly displayed. All cells in the sales schedule have 
been cell-protected except those containing values for "Projected Unit Sales." 
If a product's sales projection needs adjustment that can not be effected 
with a change in the value entered in its product page, a manual adjustment could 
be made in the sales schedule. The formula that references the value listed in the 
Data Summary could be overtyped with a new value, a new reference formula, or 
a growth formula. This overtyping should be done with care as it will eliminate the 
original reference formula. 
Manual adjustment of sales projections would likely be needed for any 
marketing center that plans on selling fuelwood. Since fuelwood sales would not be 
constant across an entire year, manual adjustments would be needed to show the 
seasonal fluctuations of anticipated sales. 
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In the same manner, "Units Produced" values in the direct cost schedule 
might be manually adjusted. Such adjustment could be necessary to reflect time 
lags between production and sale for a given product. The default reference 
formulas provide for a one-month lag between production and sale for all products. 
All other cells in the direct costs schedule are cell-protected. 
When manually adjusting the "Units Produced" row, users need to ensure 
that all values have been checked. The default for this item references the 
following period's "Projected Unit Sales" values. Users would need to manually 
enter some zero values if production were to be stopped during some months. 
The cells in the operations costs schedule that contain monthly or quarterly 
cost projections are not cell-protected and may be adjusted. All other cells, such 
as headings, summation columns, and summation rows are cell-protected. 
The headings, summation columns, and summation rows for the marketing 
and administrative schedule and the capital purchase schedule are also cell-
protected. However, the line item headings for capital purchases are not 
protected so that users may specify capital items as needed. The cells containing 
monthly and quarterly projections for these two schedules are not cell-protected. 
No adjustments are allowed to the income statement. All cells in this 
statement are protected from overtyping. Information is obtained from support 
schedules to provide a standard income statement. 
Adjustments are allowed to the cash flow statement so that users may 
accurately indicate their anticipated cash movement. Headings, summation 
rows, and summation columns are cell-protected to prevent overtyping. The cash 
flow statement has five line items requiring initial data entry. These rows include 
"Loans" and "Invested Capital" as cash inflows and "Loan Principal Payments," 
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"Marketable Securities Purchases," and "Dividend/Owner Withdrawals" as cash 
disbursements. Use of these items is expected to be infrequent. The spreadsheet 
requires users to manually specify these items so that the timing of cash 
movement is accurate. 
Most cells in the first half of this statement are not cell-protected. Users 
should check to see that formulas for all line items have correct references to 
provide suitable indication of cash movement. Adjustments are allowed for most 
cells so that time lags between physical product movement and cash movement 
can be shortened or lengthened. 
Beginning with the "Total Cash Disbursements" summation row, the 
remainder of the cash flow statement is cell-protected with no adjustments 
expected. 
The headings, summation rows, and summation columns of the balance 
sheet are cell-protected. Users may have individual circumstances requiring 
adjustments to asset items or liability items. For example, inventory items would 
require manual adjustment if business planners anticipate holding inventory stock 
from one period to the next. 
Printing Results 
After financial statements have been checked and any needed adjustments 
have been made, users would print their results. By selecting the PRINT 
SUPPORT SCHEDULES command from the Macro Run menu, users can choose 
which support schedules to have printed. The schedules to choose from would be 
Pro Forma Sales Schedule, Pro Forma Direct Costs Schedule, Pro Forma 
Operations Costs Schedule, Pro Forma Marketing & Administrative Schedule, and 
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Pro Forma Capital Purchases Schedule. Users would select whether they wanted 
their selections printed with the first year shown by months, or by quarters, or 
both. 
To print their financial statements Pro Forma Income Statement, Pro 
Forma Cash Flow Statement, and Pro Forma Balance Sheet, users could select 
PRINT FINANCIAL STATEMENTS from the Macro Run menu. Users would 
select which statements to print and whether the first year should be shown by 
months, or by quarters, or both. 
Users could select individual schedules or statements with individual print 
macros from the Macro Run menu. Alternatively, users may type keyboard 
shortcut selections to print individual reports. Using this alternative provides 
reports which have the first year shown with months. Table 8 lists the shortcut 
keys for these printing options. 
Also listed in Table 8 is the keyboard shortcut to print the financial ratios 
page. This command is also available under the Macro Run menu. The financial 
ratios should be printed after the balance sheet has been checked and adjusted. 
Many of the variables in the financial ratios are derived firom balance sheet 
values. 
After printing input documentation reports and corresponding statement 
results, users could develop "what if scenarios by altering input variables. By 
changing values used in Modules A and B, users could determine how results are 
affected. 
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Table 8. Shortcut macro commands to print spreadsheet results 
Use these keys 
simultaneously 
Option-
Option-
Option 
Option 
Option-
Option 
Option 
Option 
Option-
Option-
Command-
Command-
Command-
Command-
Command-
Command 
Command-
Command-
Command-
Command 
Shift-Z 
Shift-S 
Shift-D 
Shift-0 
Shift-M 
-Shift-P 
Shift-I 
Shift-C 
Shift-B 
•Shift-F. 
to print: 
Data Summary 
Sales Schedule 
Direct Costs Schedule 
Operations Costs 
Marketing & Admin 
Capital Purchases 
Income Statement 
Cash Flow Statement 
Balance Sheet 
Financial Ratios 
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EXAMPLE RESULTS 
Two examples are presented to show the flexibility of the spreadsheet. The 
first example illustrates a small operator producing firewood seasonally. This 
example demonstrates that the spreadsheet can be appropriately sized for small 
operations. 
The second example projects an active year-round marketing center 
operation to show robustness of the spreadsheet model. The marketing center 
purchases hardwood materials to process bulk and packaged firewood. 
Conceivably, the operator in the first example could be a supplier to the marketing 
center in the second example. 
To illustrate use of the spreadsheet planning package, the following 
information is used firom a study of firewood operators in Greenville, South 
Carolina (Marsinko 1984): 
Small Operator Example 
Item 
Hardwood stumpage 
Hauling logs with a mid-size truck 
Processing firewood with hand tools 
Delivery of firewood using pickup truck 
Selling price 
$ per cord 
4.00 
10.42 
34.23 
40.16 
117.83 
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Figure 23 shows how this data would appear in a product page report. A 
total market of 14,000 cords of purchased firewood in Greenville was estimated by 
Marsinko (1984), but no average sales volumes per producer were indicated. To 
provide financial projections using the spreadsheet, some assumptions would need 
to be made concerning this illustrative firewood operation; 
Sales volume = 240 cords. 
Production completed during July, August, September, and October. 
Sales made during October, November, December, and January. 
Capital equipment includes: mid-size truck purchased for $6,000; 
pickup truck purchased for $6,000; 
chainsaw purchased for $480. 
Trucks have a five year life with no salvage value. 
Chainsaw has a two year life with no salvage value. 
Straightline depreciation used, monthly equipment depreciation = $220. 
Monthly advertising, telephone, and insurance each at $30. 
Annual percentage rate for a loan = 10%. 
Annual percentage rate for a line of credit = 8%. 
Annual percentage rate for combined federal and state taxes = 31%. 
Monthly minimum cash balance = $2000. 
A critical set of assumptions concerns the timing of sales and production. 
For this illustration Month 1 is assumed to be July. Production of firewood occurs 
in Months 1-4 (July through October) and sales occur in Months 4-7 (October 
through January), As financial statements for this example will show, timing of 
production and sales critically affects cash flow, interest expenses, and profits. 
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The data were used in combination with Figure 23 to produce Figures 24 
and 25 showing the Data Summary Report. Figure 24 shows part one of the data 
summary with products 2 through 7 hidden by Excel since they were not used. To 
illustrate a report page without using hidden values, Figure 25 with part two is 
shown complete with all zero values as a method of documenting cost 
assumptions. 
Figures 26, 27, and 28 illustrate the resulting pro forma schedules and 
statements using data documented in Figures 23 and 24. Products and line items 
that had zero values were hidden to provide schedules containing pertinent 
information. 
With a seasonally inconsistent sales projection, the sales schedule was 
manually adjusted to reflect the stated assumptions. The direct costs schedule 
was also adjusted to reflect production assumptions. The pro forma sales 
schedule, the pro forma direct costs schedule, and the pro forma operations costs 
schedule are shown in Figure 26. Figure 27 contains the pro forma marketing & 
administrative costs schedule and the pro forma capital purchases schedule. The 
pro forma income statement is shown in Figure 28. 
Figure 29 presents the pro forma cash flow statement. The pro forma 
balance sheet is shown in Figure 30. Figure 31 provides financial ratios showing 
relationships between values from the balance sheet, the cash flow statement, 
and the income statement. 
9 8  
VARIABLE PRODUCTION COST ANALYSIS 
FOR 
PRODUCT NO. 1 
PRODUCT NAME: FIREWOOD 
SALE UNIT MEASURE CORD 
MONTHLY SALES VOLUME 0 
Link with financial analysis worksheet? J YES 1 
Costs Revenues 
PROJECTION OF VARIABLE COSTS 
Cost of Materials (FOB Marketing Center) 
Stumpage 4.00 
Harvest Costs 0.00 
Transportation to Marketing Center 10.42 
Total Cost of Materials Per Unit Sold 14.42 
Cost of Processing 
Labor 34.23 
Equipment Operating Expenses 0.00 
Total Cost of Processing Per Unit Sold 34.23 
Per Unit Cost of Goods Sold 48.65 
PROJECTION OF PER UNIT REVENUE 
Retail Price 117.83 
Retail Margin as Percent = 0 0.00 
Wholesale Price (FOB Retail Location) 117.83 
Transportation to Retail 40.16 
Wholesale Price (FOB Marketing Center) 77.67 
PROJECTION OF PER UNIT MARGIN 
Wholesale Price (FOB Marketing Center) 77.67 
Per Unit Cost of Goods Sold 48.65 
Unit Contribution Margin 29.02 
Figure 23. Product page for product one with Greenville, South Carolina data 
based on Marsinko (1984) 
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DATA ENTRY SUMMARY 
FINANCIAL ANALYSIS SPREADSHEET 
FOR BUSINESS USING 
LOW QUALITY HARDWOOD MATERIALS 
PRODUCT 
NO. 
PRODUCT 
NAME 
SELLING 
PRICE UNITS 
Projected Sales Volumes 
MONTHLY ANNUAL 
FIREWOOD 117.83 CORD 0 0 
PRODUCT 
NO. MATERIALS 
DIRECT COSTS SHIPPING 
LABOR EQUIPMENT TO RETAIL UNITS 
14.42 34.23 0.00 40.16 per CORD 
Figure 24. Data summary part one with Greenville, South Carolina data based on 
Marsinko (1984) 
100 
Operations^ine_Item^^^_____ _Monthl^^os^ 
Indirect Labor Costs 
Training & Safety 
Expendable Tools & Supplies 
Equipment Repair & Maintenance 
Equipment Rental 
Production Utilities ____________ 
Building Lease Costs 
Leasehold Improvements Amortization 
Depreciation - Equipment 220.00 
Depreciation - Buildings 
Operations Miscellaneous 
_Marketing_LineJtem^__ 
Advertising & Brochures 
Travel & Lodging 
Sales Salaries & Benefits 
Sales Commissions 
Administrative^^ 
Executive Salaries & Benefits 
Office Salaries & Benefits 
Office Supplies 
Office Utilities 
Telephone 
Office Rental 
Office Equipment Rental 
Depreciation - Office Equipment 
Depreciation - Office Building 
Insurance 
Taxes & Licenses 
Legal & Audit 
Start Up Cost Amortization 
Administrative Miscellaneous 
Annual % Rate 
Interest Rates: Loan: 10 
Line of Credit; ^ 
Tax Rates: Total (Federal + State) 31 
Minimum Monthly Cash Balance Desired 2000 
Figure 25. Data summary part two with Greenville, South Carolina data based 
Marsinko (1984) 
Monml^Cos^ 
30.00 
Monthl^_Co^ 
30.00 
30.00 
101 
|Pro Forma Sales Schedule 
Product 1 
Sale Price / Unit = 
Projected Unit Sales 
Product 1 Revenue 
J Month 
1 
FIREWOOD 
$117.83 per CORD 
0 
0.00 
Month 
2 
0 
0.00 
Month 
3 
0 
0.00 
Gross Sales Revenue 0.00 0.00 0.00 
|Prc^^ormÈ^îr%c^ôstT 
Product 1 FIREWOOD 
Units Produced 
Direct Materials @ $ 14.42 
Direct Labor @ $34.23 
Direct Equipment @ $0.00 
Shipping to Retail @ $40.16 
Total Product 1 Direct Costs 
Month 
1 
60 
865.20 
2,053.80 
0.00 
2,409.60 
5,328.60 
Month 
2 
60 
865.20 
2,053.80 
0.00 
2,409.60 
5,328.60 
Month 
3 
60 
865.20 
2,053.80 
0.00 
2,409.60 
5,328.60 
Total Direct Costs 5.328.60 5.328.60 5.328.60 
fprTFonnë^pêratî%rC%stT 
Degred^on-Eguigme^ 
^^t^OgCTations^^eAead 
Month 
1 
220.00 
220.00 
Month 
2 
220.00 
220.00 
Month 
3 
220.00 
220.00 
Figure 26. Schedules of sales, direct costs, and operations costs for small operator 
example 
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103 
Month Month Month Month TOTAL 
9 10 11 12 First Year 
0 0 0 0 240 
0.00 0.00 0.00 0.00 28,279.20 
0.00 0.00 0.00 0.00 28,279.20 
Month Month Month Month TOTAL 
9 10 11 12 First Year 
0 0 0 0 240 
0.00 0.00 0.00 0.00 3,460.80 
0.00 0.00 0.00 0.00 8,215.20 
0.00 0.00 0.00 0.00 0.00 
0.00 0.00 0.00 0.00 9,638.40 
0.00 0.00 0.00 0.00 21,314.40 
0.00 0.00 0.00 0.00 21.314.40 
Month Month Month Month TOTAL 
9 10 11 12 First Year 
220.00 220.00 220.00 220.001 2.640.00 
220.00 220.00 220.00 220.001 2.640.00 
Figure 26. (continued) 
104 
Quarter Quarter Quarter Quarter TOTAL 
1 2 3 4 Second Year 
0 180 60 0 240 
0.00 21,209.40 7,069.80 0.00 28,279.20 
0.00 21.209.40 7.069.80 0.00 28,279.20 
Quarter Quarter Quarter Quarter TOTAL 
1 2 3 4 Second Year 
180 60 0 0 240 
2,595.60 865.20 0.00 0.00 3,460.80 
6,161.40 2,053.80 0.00 0.00 8,215.20 
0.00 0.00 0.00 0.00 0.00 
7,228.80 2,409.60 0.00 0.00 9,638.40 
15,985.80 5,328.60 0.00 0.00 21,314.40 
15.985.80 5.328.60 0.00 0.00 21,314.40 
Quarter Quarter Quarter Quarter TOTAL 
1 2 3 4 Second Year 
660.00 660.00 660.00 660.00 2,640.00 
660.00 660.00 660.00 660.00 2.640.00 
Figure 26. (continued) 
105 
Quarter Quarter Quarter Quarter TOTAL 
1 2 3 4 Third Year 
0 180 60 0 240 
0.00 21,209.40 7,069.80 0.00 28,279.20 
0.00 21,209.40 7.069.80 0.00 28.279.20 
Quarter Quarter Quarter Quarter TOTAL 
1 2 3 4 Third Year 
180 60 0 0 240 
2,595.60 865.20 0.00 0.00 3,460.80 
6,161.40 2,053.80 0.00 0.00 8,215.20 
0.00 0.00 0.00 0,00 0.00 
7,228.80 2,409.60 0.00 0.00 9,638.40 
15,985.80 5,328.60 0.00 0.00 21,314.40 
15.985.80 5.328,60 0.00 0.00 21.314.40 
Quarter Quarter Quarter Quarter TOTAL 
1 2 3 4 Third Year 
660.00 660.00 660.00 660,001 2.640.00 
660.00 660.00 660.00 660,001 2.640.00 
Figure 26, (continued) 
1 0 6  
Pro Forma Marketing 
and Administrative Expenses 
Month 
1 
Month 
2 
Month 
3 
Marketing 
Advertising & Brochures 
Total Marketing Expenses 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
Administration 
Telephone 
Insurance 
Total Administrative Expenses 
30.00 
30.00 
60.00 
30.00 
30.00 
60.00 
30.00 
30.00 
60.00 
Total Marketing & Adminstrative 90.00 90.00 90.00 
Pro Forma Capital 
Purchase Schedule 
Month Month Month 
1 2 3 
Mid-size truck 6,000.00 
Pickup truck 6,000.00 
Chainsaw 480.00 
Total Capital Purchases 12.480.00 0.00 0.00 
Figure 27. Schedules of marketing, administrative, and capital purchases for 
small operator example 
1 0 7  
Month Month Month Month Month 
4 5 6 7 8 
30.00 30.00 30.00 30.00 30.00 
30.00 30.00 30.00 30.00 30.00 
30.00 30.00 30.00 30.00 30.00 
30.00 30.00 30.00 30.00 30.00 
60.00 60.00 60.00 60.00 60.00 
90.00 90.00 90.00 90.00 90.00 
Month Month Month Month Month 
4 5 6 7 8 
0.00 MO MO MO 0.00 
Figure 27. (continued) 
1 0 8  
Month Month Month Month TOTAL 
9 11 12 First Year 
30.00 30.00 30.00 30.00 360.00 
30.00 30.00 30.00 30.00 360.00 
30.00 30.00 30.00 30.00 360.00 
30.00 30.00 30.00 30.00 360.00 
60.00 60.00 60.00 60.00 720.00 
90.00 90.00 90.00 90.00 1.080.00 
Month Month Month Month TOTAL 
9 10 11 12 First Year 
0.00 
6,000.00 
6,000.00 
480.00 
0.00 
0.00 0.00 0.00 0.00 12,480.00 
Figure 27. (continued) 
1 0 9  
Quarter Quarter Quarter Quarter TOTAL 
1 2 3 4 Second Year 
90.00 90.00 90.00 90.00 360.00 
90.00 90.00 90.00 90.00 360.00 
90.00 90.00 90.00 90.00 360.00 
90.00 90.00 90.00 90.00 360.00 
180.00 180.00 180.00 180.00 720.00 
270.00 270.00 270.00 270.00 1.080.00 
Quarter Quarter Quarter Quarter TOTAL 
1 2 3 4 Second Year 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 0.00 0.00 0.00 0.00 
Figure 27. (continued) 
1 1 0  
Quarter 
1 
Quarter 
2 
Quarter 
3 
Quarter 
4 
TOTAL 
Third Year 
90.00 
90.00 
90.00 
90.00 
90.00 
90.00 
90.00 
90.00 
360.00 
360.00 
90.00 
90.00 
180.00 
90.00 
90.00 
180.00 
90.00 
90.00 
180.00 
90.00 
90.00 
180.00 
360.00 
360.00 
720.00 
270.00 270.00 270.00 270.00 1,080.00 
Quarter 
1 
Quarter 
2 
Quarter 
3 
Quarter 
4 
TOTAL 
Third Year 
480.00 00
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 o
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 o
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 o
 
480.00 0.00 0.00 0.00 480.00 
Figure 27. (continued) 
1 1 1  
Pro Forma Income 
Statement 
Month 
1 
Month 
2 
Month 
3 
Gross Revenues 0.00 0.00 0.00 
Cost of Goods Sold 
Direct Costs 
Operations Overhead 
5,328.60 
220.00 
5,328.60 
220.00 
5,328.60 
220.00 
Gross Margin -5.548.60 -5.548.60 -5,548.60 
Marketing Expenses 
Adminstrative Expenses 
Earnings Before Interest & Taxes 
Interest Expense 
30.00 
60.00 
-5,638.60 
108.33 
30.00 
60.00 
-5,638.60 
155.05 
30.00 
60.00 
-5,638.60 
192.20 
Earnings Before Taxes -5.746.93 -5.793.65 -5,830.80 
Loss Carry Forward 0.00 -5,746.93 -11,540.58 
Adjusted Taxable Earnings -5,746.93 -11,540.58 -17,371.38 
Tax Liability 0.00 0.00 0.00 
Net Income (or Loss) -5,746.93 -5.793.65 -5.830.80 
Figure 28. Income statement for small operator example 
1 1 2  
Month Month Month Month Month 
4 5 6 7 8 
7,069.80 7,069.80 7,069.80 7,069.80 0.00 
5,328.60 0.00 0.00 0.00 0.00 
220.00 220.00 220.00 220.00 220.00 
1.521.20 6.849.80 6,849.80 6.849.80 -220.00 
30.00 30.00 30.00 30.00 30.00 
60.00 60.00 60.00 60.00 60.00 
1,431.20 6,759.80 6,759.80 6,759.80 -310.00 
229.61 229.61 195.70 156.14 113.61 
1.201.59 6,530.19 6,564.10 6,603.66 -423.61 
-17,371.38 -16,169.79 -9,639.60 -3,075.51 0.00 
-16,169.79 -9,639.60 -3,075.51 3,528.16 -423.61 
0.00 0.00 0.00 1,093.73 0.00 
1,201.59 6.530.19 6,564.10 5,509.93 -423.61 
Figure 28. (continued) 
o o o o o o o CO 04 CO o (N o 00 o o 00 lO 04 
oJ Tp d d d CO iH CO C^ tH 04 CD <N r-l CO O) CO <N CO CO CO CO t- 04 00 o CO 
00 iH CQ CO tH ^4 1-4 (N (N 
o o o o o O o CO CO TH o CO 
o o o o o o o CO CO CO Oi o CO 
o d d d d d d 00 00 00 CO d 00 04 04 CO CO iH o a TH CQ 04 CO CO o TH of 
o o o o o o o CO CO rH o CO 
o o o o o o o CO CO oq CO o CO 
o d d d d d d od 00 d 00 d 00 <N 04 CO CO TH o tH CO C^ t-4 (N 04 CO r4 04 CO 
T4 
o o O o o o o CO CO o CO 
o o O o o o o CO CO G) 04 o CO 
o d d d d d d 00 00 1-4 d d 00 cq 04 CO CO TH o TH CO 1-4 04 04 eo TH 00 04 t-4 
o o o O o o o CO CO 1-4 o CO 
o o o o o o o CO CO CO Cb o CO 
d d d d d d d CO 00 CO 1-4 d 00 OQ 04 CO CO TH o Tf 1—4 C4 04 CO 1-4 00 
I 
Q) 
S 
1 1 4  
Quarter Quarter Quarter Quarter TOTAL 
1 2 3 4 Second Year 
0.00 21,209.40 7,069.80 0.00 28,279.20 
15,985.80 
660.00 
5,328.60 
660.00 
0.00 
660.00 
0.00 
660.00 
21,314.40 
2.640.00 
-16.645.80 15.220.80 6.409.80 -660.00 4.324.80 
90.00 
180.00 
-16,915.80 
325.00 
90.00 
180.00 
14,950.80 
626.67 
90.00 
180.00 
6,139.80 
456.82 
90.00 
180.00 
-930.00 
325.00 
360.00 
720.00 
3,244.80 
1.733.49 
-17.240.80 14.324.13 5.682.98 -1.255.00 1.511.31 
-2,096.94 -19,337.74 -5,013.61 0.00 
-19,337.74 -5,013.61 669.37 -1,255.00 
0.00 0.00 207.50 0.00 207.50 
-17.240.80 14.324.13 5.475.47 -1.255.00 1,303.80 
Figure 28. (continued) 
1 1 5  
Quarter 
1 
Quarter 
2 
Quarter 
3 
Quarter 
4 
TOTAL 
Third Year 
0.00 21,209.40 7,069.80 0.00 28,279.20 
15,985.80 
660.00 
5,328.60 
660.00 
0.00 
660.00 
0.00 
660.00 
21,314.40 
2.640.00 
-16,645.80 15.220.80 6,409.80 -660.00 4.324.80 
90.00 
180.00 
-16,915.80 
325.00 
90.00 
180.00 
14,950.80 
557.39 
90.00 
180.00 
6,139.80 
386.86 
90.00 
180.00 
-930.00 
325.00 
360.00 
720.00 
3,244.80 
1,594.25 
-17.240.80 14.393.41 5.752.94 -1.255.00 1.650.55 
-1,255.00 -18,495.80 -4,102.39 0.00 
-18,495.80 -4,102.39 1,650.55 -1,255.00 
0.00 0.00 511.67 0.00 511.67 
-17,240.80 14,393.41 5,241.27 -1.255.00 1,138.88 
Figure 28. (continued) 
1 1 6  
Pro Forma Cash Flow Month Month Month 
Statement 
Beginning Cash Balance 0.001 2.000.001 2.000.00 
ADD: Cash Inflow 
Cash Receipts 0.001 TÔÔT' 0.00 
Loans 13.000.00 
Invested Capital 
Total Cash Inflows 13.000.00f O.OOj 0.00 
MINUS: Cash Disbursements 
Direct Materials 865.201 
2^053.80 i 
865.201 865.20 
Direct Labor 2,053.80! 
0.001 
2,053.80 
Direct Equipment 0.00 0.00 
Shipping to Retail 2.409.601 2,409.601 2,409.60 
Operations Overhead 
Marketing Expenses 
0.00| 
30.001 
0.00! 
30.00! 
0.00 
30.00 
Administrative Expenses 60.00 60.001 
Interest on Credit Line 
Interest on Loans 
Tax Payments 
108.33! 
46.71! 
108.331 
60.00 
8&87 
losTss 
Capital Purchases 12.480.00! 0.001 0.00 
Total Cash Disbursements 18^06.931 ^73.651 5,610.80 
Total Inflows - Total Disbursements -5.006.931 -5.573.651 -5.610.80 
(net cash flow) 
Ending Cash Balance -5.006.93l -3.573.65j -3.610.80 
Minimum Cash Balance Desired 2.000.00! 2.000.00! 2.000.00 
Extra Funds Needed 7,006.93 5.573.651 5.610.80 
Draw on Credit Line 7J)06.93 5.573.65 5.610.80 
Payment on Line of Credit 0.00 0.00 0.00 
Credit Line Balance 7.006.93 12.580.58! 18.191.38 
Interest Due on Line of Credit 46.71 83.87 121.28 
Total Interest Paid for Period 108.33 155.05 192.20 
Total Principal Paid for Period 0.00 O.OOl 0.00 
Closing Balance with Credit Draw 2.000.001 2.000.001 2.000.00 
Figure 29. Cash flow statement for small operator example 
1 1 7  
Month 1 Month Month Month Month 
4 5 6 7 8 
2.00b.00j 3.421.59 5,085.89 5,934.99 6.379.33 
I 
7.069.80 7.069.80 7,069.80 7,069.80 6.66 
7,069.80 7.069.80 7,069.80 7,069.80 0.00 
] 
865.201 0.00 o?6o 0.00 
2,053.80i 0.00 0.00 0.00 0.00 
0.001 OJOO 
2,409.60| 0.00 
OJOO 
0.00 
0.00 
0.00 
0.00 
ÔTÔ6 
O.Ooj 0.00 0.00 
30.00 
0.00 
30.00 
0.00 
30.66} 30.66' 30.00 
60.00! 60.00 
121.28 121.28 
60.00 
87.37 
60.00 
47.80 
60.00 
5T27 
108.331 108.33 108.33 108.33 108.33 
O.OOj 0.00 
O.Ooj 0.00 0.00 0.00 0.00 
5,648.211 319.61 285.70 246.14 203.61 
1 
1.421.59 6.750.19 6.784.10 6.823.66 -203.61 
1 1 
3.421.591 10.171.78 11.869.99 12.758.66 6.175.72 
\ 
2,000.001 2,000.00 - - - - - - ilioo^oo 
i 
0.00 0.00 0.00 0.00 0.00 
0.00 0.00 0.00 0.00 0.00 
0.00 5,085.89 5.934.99 6.379.33 791.17 
18.191.38 13.105.49 7.170.50 791.17 0.00 
121.28 87.37 47.80 5.27 0.00 
229.61 229.61 195.70 156.14 113.61 
O.OOi 5,085.89 5,934.99 6.379.33 791.17 j 
3,421.591 5,085.89 5.934.99 6,379.33 5,384.55 
Figure 29. (continued) 
1 1 8  
Month 1 Month Month Month TOTAL 
9 10 11 12 First Year 
5.384.55 5.186.22 3,894.15 3.695.82 
i 
1 b.obi 6.00 0.00 0.00 28,279.20 
1 13,000.00 0.00 1 
0.00 j 0.00 0.00 0.00 41,279.20 
i  
---j. o?oo — ------
O.OOl 0.00 0.00 0.00 8,215.20 
o.ooj 0.00 0.00 0.00 0.00 
O.OOl 0.00 0.00 0.00 9,638.40 
1 
co
l 
p
\p
 
o
 o
 
o
 o
 
co
l 
p
 p
 
o
 b
 
o
jo
 
0.00 
" 30.00 
0
|0
j 
o
 o
 
4
^
 0.00 1 
co
l 
p
\p
 
o
 o
 
o
 o
 
co
l 
p
 p
 
o
 b
 
o
jo
 0|
0
j 
o
 o
 
4
^
 
360.00 
60.001 60.00 
0.00 0.00 
60.00 
0.00 
60.00 
0.00 
720.00 
513.58 
108.33 108.33 108.33 108.33 1,300.00 
1.093.73 1,093.73 
O.OOl 0.00 0.00 0.00 12,480.00 
198.33] 1.292.06 198.33 198.33 37,781.71 
! 
-198.33} -1.292.06 -198.33 -198.33 3,497.49 
1 
1 
5.186.221 3.894.15 3,695.82 3,497.49 
1 
2?000Ï00l 2.000.00 
1 
o.ooj 0.00 0.00 0.00 
0.00 0.00 0.00 0.00 
0.00 0.00 0.00 0.00 
0.00 0.00 0.00 0.00 
0.00 0.00 0.00 0.00 
108.33 108.33 108.33 108.33 1,813.58 
o.ooj 0.00 0.00 0.00 18,191.38 
1 
5,186.221 3.894.15 3.695.82 3.497.49 
Figure 29. (continued) 
1 1 9  
Quarter Quarter Quarter Quarter TOTAL 
1 2 3 4 Second Year 
3.497.49 2.000.00 8.492.07 8.243.80 
0.00 21,209.40 7,069.80 0.00 28,279.20 
0.00 
0.00 
0^ 21,209.40 7,069.80 OOO 28,279.20 
865!20 cToo 0.00 3.460.80 
6,161.40 2,053.80 0.00 0.00 8,215.20 
0.00 0.00 0.00 0.00 0.00 
7,228.80 2,409.60 0.00 0.00 9,638.40 
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0.00 
90.00 
0.00 
90.00 
gj)o 
90.00 
0,00 
360"00 
180.00 
0.00 
180.00 
301.67 
180.00 
131.82 
180.00 
0.00 
720.00 
433.49 
325.00 325.00 325.00 325.00 1,300.00 
0.00 0.00 0.00 207.50 207.50 
0.00 0.00 0.00 0.00 0.00 
16,580.80 6,225.27 726.82 802.50 24,335.40 
-16.580.80 14.984.13 6.342.98 -802.50 3.943.80 
-13,083.31 16.984.13 14.835.04 7.441.29 
2,000.00 2,000.00 2,000.00 2,000.00 
15,083.31 0.00 0.00 0.00 
15.083.31 0.00 0.00 0.00 
0.00 8,492.07 6.591.25 0.00 
15.083.31 6.591.25 0.00 0.00 
301.67 131.82 0.00 0.00 
325.00 626.67 456.82 325.00 1.733.49 
0.00 8,492.07 6,591.25 0.00 15,083.31 
2.000.00 8,492.07 8,243.80 7,441.29 
Figure 29. (continued) 
1 2 0  
Quarter 1 Quarter Quarter Quarter TOTAL 
1 2 3 4 Third Year 
7.441.29 2,000.00 8.526.70 11.846.85 
1 
i 
d.bbi 21,209.40 7.069.80 0.00 28,279.20 
0.00 
0.00 
0.00 21,209.40 7,069.80 0.00 28,279.20 
M i 
2,595.60! 865.20 0.00 
— 
3,460.80 
6,161.40 2,053.80 0.00 0.00 8,215.20 
O.OOj 0.00 
7,228.801' 2,409.60 p
 o
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 o
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jo 
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0.00 
9,638"40 
0.00 MS. 
907b0j 90.00 
O
E
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o
jo 6|
d
 r 0.00 0.00 OEO ojo 6|d r 90.00 360.00 
180.001 180.00 
0.001 232.39 
180.00 
61.86 
180.00 
0.00 
720.00 
"""294725 
325.00] 325.00 325.00 325.00 1,300.00 
0.00 0.00 0.00 511.67 511.67 
480.001 0.00 0.00 0.00 480.00 
17,060.80| 6,155.99 656.86 1.106.67 24,980.32 
1 
-17.060.80 15.053.41 6.412.94 -1.106.67 3,298.88 
i 
-9,619.511 17,053.41 14.939.65 10.740.18 
j  
2,000.00! 2.000.00 2.000.00 2,000.00 
11.619.51 0.00 0.00 0.00 
11.619.51 0.00 0.00 0.00 
0.00 8.526.70 3.092.80 0.00 
11.619.51 3.092.80 0.00 0.00 
232.39 61.86 0.00 0.00 
557.39 386^86 325^00 Î75M.25 
0.00 j 8.526.70 3,092.80 0.00 11,619.51 
1 
2.000.001 8.526.70 11.846.85 10,740.18 
Figure 29. (continued) 
1 2 1  
Pro Forma End of 1 End of 1 End of 
Balance Sheet Month 1 Month Month 
1 1 2  1 3  
\ 1 
Current Assets 1 
Cash 2.000.001 2.000.001 2.000.00 
Inventory - Finished Products ! 
Prepaid Expenses \ 
Total Current Assets 2.000.00| 2.000.001 2.000.00 
1 \ 
Fixed Assets 
Buildings & Equipment 
Less Accumulated Depreciation 
1^480.00 
220.00 
12,480.001 12,480.00 
440.001 660.00 
Net Buildings & Equipment 12,260.00 12,040.001 11,820.00 
1 
Total Fixed Assets 12,260.00 12,040.001 11,820.00 
1 
Total Assets 14.260.00 14.040.001 13,820.00 
Current Liabilities 
1 
I 
Accounts Payable 
Line of Credit 
Income Taxes Payable 
7,006.93 
0.00 
12.580.58: 18J91.38 
0.00! 0.00 
Total Current Liabilities 7,006.93 12.580.581 18,191.38 
1 
Long Term Liabilities 
Loans Payable 13.000.00 13.000.00 13.000.00 
Total Long Term Liabilities 13.000.00 13,000.001 13,000.00 
1 
Total Liabilities 20.006.93 25,580.58! 31.191.38 
1 
Owners' Equity 1 
Original Investment 0.00 O.OOl 0.00 
Subsequent Investments 0.00 0.Ô0Î Ô.ÔÔ 
Retained Earnings -5.746.93 -5,793.651 -5.830.80 
Less Withdrawals or Dividends 0.00 o.ooi 6.00 
Total Owners' Equity [ -5.746.93 -ll.540.58l -17.371.38 
i i 
Total Liabilities & Equity 14.260.00 14,040.001 13,820.00 
Figure 30. Balance sheet for small operator example 
1 2 2  
End of 1 End of End of End of End of 
Month j Month Month Month Month 
4 j 5 6 7 8 
j . 
3,421.59 5,085.89 5.934.99 6,379.33 5.384.55 
3,421.59 5,085.89 5.934.99 6,379.33 5.384.55 
I 
1 
12,480.001 12,480.00 12,480.00 
1.320.00 
12,480.00 
""1.540.00 
12,480;00 
1,760.00 880.001 1,100.00 
11,600.00 11,380.00 11,160.00 10,940.00 10,720.00 
1 
11,600.001 11,380.00 11,160.00 10,940.00 10,720.00 
i 
15.021.59l 16.465.89 17.094.99 17,319.33 16.104.55 
i 
18,191.381 13,105.49 
d'ooi"" 0.00 
7.170.50 
0.00 
791.17 
1.093.73 
0.00 
1.093.73 
18^191.38! 13,105.49 7.170.50 1,884.90 1,093.73 
13.000.00 13.000.00 13.000.00 13,000.00 13.000.00 
13,000.00 13,000.00 13,000.00 13,000.00 13,000.00 
1 
31.191.38j 26,105.49 20.170.50 14.884.90 14.093.73 
1 i 
0.00 0.00 0.00 0.00 0.00 
0!o^ 0,00 0.00 0.00 0.00 
1.201.59 6.530.19 6.564.10 5,509.93 -423.61 
6.00 0.00 0.00 0.00 0.00 
-16.169.791 -9.639.60 -3.075.51 2.434.43 2.010.82 
Î 
15.021.59) 16,465.89 17.094.99 17,319.33 16.104.55 
Figure 30. (continued) 
1 2 3  
End of End of End of 
Month Month Month End of 
9 10 11 First Year 
5.186.22 3.894.15 3,695.82 3.497.49 
5.186.22 3.894.15 3,695.82 3.497.49 
12,480.00 
1.980.00 
12,480.00 
2,200.00 
12,480.00 
^420.00 
12,480;po 
2^640.00 
10,500.00 10,280.00 10,060.00 9,840.00 
10,500.00 10,280.00 10,060.00 9,840.00 
15,686.22 14,174.15 13.755.82 13,337.49 
0.00 
1,093.73 
0.00 
"o.bo 
1 
p
ip
 
b
ib
 
o
jo
 
0.00 1 
p
ip
 
b
ib
 
o
jo
 
0.00 
1,093.73 0.00 0.00 0.00 
13.000.00 13.000.00 13.000.00 13.000.00 
13,000.00 13,000.00 13.000.00 13,000.00 
14.093.73 13,000.00 13.000.00 13.000.00 
0.00 0.00 0,00 0.00 
0.00 0.00 0.00 0.00 
-418.33 -418.33 -418.33 -418.33 
0.00 0.00 0.00 0.00 
1.592.49 1.174.15 755.82 337.49 
15.686.22 14,174.15 13.755.82 13.337.49 
Figure 30. (continued) 
1 2 4  
End of End of End of 
Quarter Quarter Quarter End of 
1 2 3 Second Year 
2.000.00 8.492.07 8.243.80 7.441.29 
2.000.00 8.492.07 8.243.80 7,441.29 
12,480.00 
3,3007(30 
12,480.00 
3,960.OO" 
12,480.00 
4 020.00 
12,480,00 
5,280.00 
9,180.00 8.520.00' 7,860.00 7,200.00 
9,180.00 8,520.00 7.860.00 7,200.00 
11,180.00 17.012.07 16.103.80 14.641.29 
15.083.31 6.591.25 0.00 0.00 
0.00 0.00 207.50 0.00 
15.083.31 6.591.25 207.50 0.00 
13.000.00 13,000.00 13.000.00 13.000.00 
13,000.00 13,000.00 13,000.00 13,000.00 
28.083.31 19,591.25 13,207.50 13.000.00 
0.00 0.00 0.00 0.00 
0.00 0.00 0.00 0.00 
-17.240.80 14.324.13 5.475.47 -1.255.00 
0.00 0.00 0.00 0.00 
-16.903.31 -2,579.18 2,896.29 1.641.29 
11.180.00 17.012.07 16,103.80 14.641.29 
Figure 30. (continued) 
1 2 5  
End of End of End of 
Quarter Quarter Quarter End of , 
1 2 3 Third Year 
2,000.00 8,526.70 11.846.85 10.740.18 
2,000.00 8,526.70 11.846.85 10,740.18 
12,960.00 
5,940.00 
12,960.00 
6,600.00 
12,960.00 
7.260700 
12,960:00 
•""1".920"00 
7,020.00 6,360.00 5,700.00 5,040.00 
7,020.00 6,360.00 5,700.00 5,040.00 
9,020.00 14,886.70 17.546.85 15.780.18 
11.619.51 
0.00 
3.092.80 
0.00 
0.00 
511.67 
0.00 
0.00 
11,619.51 3,092.80 511.67 0.00 
13.000.00 13.000.00 13.000.00 13.000.00 
13,000.00 13.000.00 13,000.00 13,000.00 
24.619.51 16.092.80 13.511.67 13.000.00 
0.00 0.00 0.00 0.00 
0.00 0.00 0.00 0.00 
-17.240.80 14,393.41 5.241.27 -1.255.00 
0.00 0.00 0.00 0.00 
-15.599.51 -1.206.10 4.035.18 2.780.18 
9.020.00 14.886.70 17.546.85 15.780.18 
Figure 30. (continued) 
1 2 6  
Financial Ratios Analysis I Year 1 | Year 2 ! Year 3 
Financial Formula Ratio I Ratio i Ratio 
Liquidity 
Current Ratio Current Assets 
Current Liabilities 
Quick, or Acid est Current Assets • Inventory + 
Asset^Ianagemen^ 
Inventory Turnover 
Current Liabilities 
Sales 
Average Collection Period 
Inventory 
Accounts Receivable \ 0.00 i 0.00 0.00 
Sales/360 
Fixed Asset Utilization Sales 2.87 3.93 5.61 
Fixed Assets 
Total Asset Utilization Sales 2.12 1.93 1.79 
I Total Assets 
Debt_Managemen^ 
Debt to Equity | Total Liabilities 38.52 7.92 i 4.68 
Owners' Eouit 
Debt to Total Assets Total Liabilities ! 0.82 
Total Assets 
Times Interest Earned Earnings Before Interest & Taxes j 1.79 1 1.87 j 2.04 
Interest Expenses 
Profitabili^ 
Profit Margin on Sales Net Income 
Sales 
Return on Total Assets (ROA) Net Income 
Total Assets 
Return on Equity (RÔÉ) Net Income 1.00 0.79 i 0.41 
Owners' Equity 
Figure 31. Financial ratios for small operator example 
1 2 7  
Marketing Center Example 
An active marketing center could purchase hardwood materials from 
contract loggers and process firewood using high-capacity processing equipment. 
Folkema (1984) presents typical costs and capital equipment requirements for a 
high-capacity fuelwood processing center based upon eight case studies in the 
United States and Canada. Monahan (1990) presents costs and capital 
equipment for a projected business that produces packaged firewood in northern 
Wisconsin. 
This example combines information from both Folkema (1984) and 
Monahan (1990) to illustrate a marketing center that sells two products: bulk 
firewood and packaged firewood. The marketing center would produce 4350 cords 
of firewood per year. Of the total cords produced, 750 would be sold as packaged 
firewood in 105,000 bundles. Packaged firewood is expected to be sold to retailers 
who would use a retail price of $3.49 and a retail margin of 40%. 
Bulk firewood of 3600 cords would also be sold to retail merchants. Retail 
price is expected to be $125 per cord with the retail margin projected at 30%. 
Hardwood materials would be purchased from suppliers at $35 per delivered cord. 
One delivered cord of wood is expected to provide .9 cords of processed firewood 
(Folkema 1984). Figure 32 shows a product report for bulk firewood. Figure 33 
provides a product report for packaged firewood. 
A high-capacity firewood processor would be used to produce 2.68 cords of 
firewood per productive machine hour. Operational efficiency is projected to be 6.5 
productive machine hours per 8 hour shift. Accordingly, 17.42 cords of firewood 
are projected to be processed per shift. 
1 2 8  
One shift per day is anticipated, with three people working each shift. 
Workers are paid $10 per hour, including fringe benefits, to total $240 per shift. 
Part-time delivery help is expected as indirect labor during busy periods of the 
year. An owner-manager salary of $35,000 per year is included as administrative 
expense. 
Figures 34 and 35 provide parts one and two of the Data Summary Report, 
respectively. These figures summarize the variable and fixed costs projected for 
the marketing center. Schedules of sales and direct costs are produced by the 
spreadsheet and shown by Figure 36. The financial statements and supporting 
schedules for this marketing center are provided by quarters to illustrate this 
optional view provided by the spreadsheet. 
The marketing center is anticipated to own or purchase five acres of land at 
a value of $19,000. 
Figure 37 provides the first three quarters of the capital purchases 
schedule, a critical element of this marketing center projection. Equipment 
included in Figure 37 were based on Folkema (1984) and Monahan (1990). The 
example assumes all equipment is purchased during the first month with no 
replacement during the first three years of operations. The building is expected to 
have a 20-year life while all equipment is expected to have a 5-year life. As shown 
in Figure 37, unused line items in this schedule will show a zero in the heading 
column when viewed by quarters. Unused rows in the capital purchases schedule 
can be hidden using Excel commands to remove the zero values from view without 
harming spreadsheet structure. 
The first three quarters of operations overhead costs are shown by Figure 
38. All quarters in the three-year period are projected to have the costs shown in 
1 2 9  
Figure 38. Figure 39 presents the first three quarters of marketing and 
administrative expenses. Again, all quarters are projected to have the same 
overhead expenses. 
The Pro Forma Income Statement for the marketing center is shown in 
Figure 40. Spreadsheet users would be able to select page setup commands to 
print financial statements more concisely. For this illustration, the income 
statement is shown by quarters in its entirety. The second and third years are 
each shown on a separate page while year one is shown on two pages. 
The first year of the cash flow statement is shown in Figure 41. The first 
year of the balance sheet is shown in Figure 42. For brevity, years two and three 
have not been included. As shown in Quarter 1 of the cash flow statement, this 
example uses $119,000 of invested capital and $131,000 of loans. 
Three years of financial ratios for the marketing center are presented in 
Figure 43. These ratios are determined by end-of-year values in the financial 
statements. As this example did not pursue inventory projections, ratios for 
inventory turnover are shown as question marks since inventory levels are the 
denominators in these ratios. All other ratios are presented as they are 
calculated. 
1 3 0  
VARIABLE PRODUCTION COST ANALYSIS 
FOR 
PRODUCT NO. 1 
PRODUCT NAME: Bulk Firewood 
SALE UNIT MEASURE Cord 
MONTHLY SALES VOLUME 300 
Link with financial analysis worksheet? YES 1 
Costs Revenues 
PROJECTION OF VARIABLE COSTS 
Cost of Materials (FOB Marketing Center) 
Wood Purchases (delivered) 38.89 
Transportation to Marketing Center 0.00 
Total Cost of Materials Per Unit Sold 38.89 
Cost of Processing 
Labor 13.77 
Equipment Operating Expenses 3.50 
Total Cost of Processing Per Unit Sold 17.27 
Per Unit Cost of Goods Sold 56.16 
PROJECTION OF PER UNIT REVENUE 
Retail Price 125.00 
Retail Margin as Percent = 30 37.50 
Wholesale Price (FOB Retail Location) 87.50 
Transportation to Retail 10.00 
Wholesale Price (FOB Marketing Center) 77.50 
PROJECTION OF PER UNIT MARGIN 
Wholesale Price (FOB Marketing Center) 77.50 
Per Unit Cost of Goods Sold 56.16 
Unit Contribution Margin 21.34 
Figure 32. Product page for product one with data based on Folkema (1984) and 
Monahan (1990) 
1 3 1  
VARIABLE PRODUCTION COST ANALYSIS 
FOR 
PRODUCT NO. 2 
PRODUCT NAME: Pkged Firewood 
SALE UNIT MEASURE Bundle 
MONTHLY SALES VOLUME 8750 
Link with financial analysis worksheet? YES 1 
Costs Revenues 
PROJECTION OF VARIABLE COSTS 
Cost of Materials (FOB Marketing Center) 
Wood Purchases (delivered) 0.23 
Shrink wrap Purchase 0.11 
Transportation to Marketing Center 0.00 
Total Cost of Materials Per Unit Sold 0.34 
Cost of Processing 
Labor 0.29 
Equipment Operating Expenses 0.02 
Total Cost of Processing Per Unit Sold 0.31 
Per Unit Cost of Goods Sold 0.65 
PROJECTION OF PER UNIT REVENUE 
Retail Price 3.49 
Retail Margin as Percent = 40 1.40 
Wholesale Price (FOB Retail Location) 2.09 
Transportation to Retail 0.15 
Wholesale Price (FOB Marketing Center) 1.94 
PROJECTION OF PER UNIT MARGIN . 
Wholesale Price (FOB Marketing Center) 1.94 
Per Unit Cost of Goods Sold 0.65 
Unit Contribution Margin 1.29 
Figure 33. Product page for product two with data based on Folkema (1984) and 
Monahan (1990) 
1 3 2  
DATA ENTRY SUMMARY 
FINANCIAL ANALYSIS SPREADSHEET 
FOR BUSINESS USING 
LOW QUALITY HARDWOOD MATERIALS 
PRODUCT PRODUCT SELLING Projected Sales Volumes 
NO. NAME PRICE UNITS MONTHLY ANNUAL 
1 Bulk Firewood 87.50 Cord 300 3600 
2 Pkged Firewood 2.09 Bundle 8750 105000 
PRODUCT DIRECT COSTS SHIPPING 
NO. MATERIALS LABOR EQUIPMENT TO RETAIL UNITS 
1 38.89 13.77 3.50 10.00 per Cord 
2 0.34 0.29 0.02 0.15 per Bundle 
Figure 34. Data summary part one with data based on Folkema (1984) and 
Monahan (1990) 
V 
1 3 3  
OperationsLineltems^ 
Indirect Labor Costs 
Training & Safety 
Expendable Tools & Supplies 
Equipment Repair & Maintenance 
Equipment Rental 
Production Utilities 
Depreciation - Equipment 
Depreciation - Buildings 
Operations Miscellaneous 
^onthl^|^_Cos^ 
3.333.33 
833.00" 
1.120.00 
100.ÔÔ" 
3.405.83 
83.33 
^arketin^LineJtems_^ 
Advertising & Brochures 
Travel & Lodging 
^MontW^_Cos^ 
150.00 
^Adniinistrativ^ 
Executive Salaries & Benefits 
Office Salaries & Benefits 
Office Supplies 
Office Utilities 
Telephone 
Office Rental 
Office Equipment Rental 
Depreciation - Office Equipment 
Depreciation - Office Building 
Insurance 
Taxes & Licenses 
Legal & Audit 
Start Up Cost Amortization 
Administrative Miscellaneous 
_Montfil^_Cos^ 
2.916.67 
30.00 
50.00 
140.00 
Interest Rates: Loan: 
Line of Credit: 
Tax Rates: Total (Federal + State) 
Annual % Rate 
12. 
12 
35 
Minimum Monthly Cash Balance Desired 5000 
Figure 35. Data summary part two with data based on Folkema (1984) and 
Monahan (1990) 
1 3 4  
|Pr^|orma^ale^çhedu^ Quarter 
1 
Product 1 Bulk Firewood 
Sale Price / Unit = 
Projected Unit Sales 
Product 1 Revenue 
$87.50 
600 
52,500.00 
Product 2 Pkged Firewood 
Sale Price / Unit = 
Projected Unit Sales 
Product 2 Revenue 
$2.09 
17500 
36,645.00 
Gross Sales Revenue 89.145.00 
|Pr^ForinaJDireç^Ços^ Quarter 
1 
Product 1 Bulk Firewood 
900 Units Produced 
Direct Materials @ $38.89 35,001.00 
Direct Labor @ $13.77 12,393.00 
Direct Equipment @ $3.50 3,150.00 
Shipping to Retail @ $10.00 9,000.00 
Total Product 1 Direct Costs 59,544.00 
Product 2 Pkged Firewood 
Units Produced 26250 
Direct Materials ® $0.34 8,925.00 
Direct Labor @ $0.29 7,612.50 
Direct Equipment @ $0.02 525.00 
Shipping to Retail @ $0.15 3,937.50 
Total Product 2 Direct Costs 21,000.00 
Total Direct Costs 80,544.00 
Figure 36. Schedules of sales and direct costs for marketing center example 
1 3 5  
Quarter Quarter Quarter TOTAL 
2 3 4 First Year 
900 900 900 3300 
78,750.00 78,750.00 78,750.00 288,750.00 
26250 26250 26250 96250 
54,967.50 54,967.50 54,967.50 201,547.50 
133.717.50 133.717.50 133,717.50 490.297.50 
Quarter Quarter Quarter TOTAL 
2 3 4 First Year 
900 900 900 3600 
35,001.00 35,001.00 35,001.00 140,004.00 
12,393.00 12,393.00 12,393.00 49,572.00 
3,150.00 3,150.00 3,150.00 12,600.00 
9,000.00 9,000.00 9,000.00 36,000.00 
59,544.00 59,544.00 59,544.00 238,176.00 
26250 26250 26250 105000 
8,925.00 8,925.00 8,925.00 35,700.00 
7,612.50 7,612.50 7,612.50 30,450.00 
525.00 525.00 525.00 2,100.00 
3,937.50 3,937.50 3,937.50 15,750.00 
21,000.00 21,000.00 21,000.00 84,000.00 
80.544.00 80.544.00 80.544.00 322,176.00 
Figure 36. (continued) 
1 3 6  
Quarter Quarter Quarter Quarter TOTAL 
1 2 3 4 Second Year 
900 900 900 900 3600 
78,750.00 78,750.00 78,750.00 78,750.00 315,000.00 
26250 26250 26250 26250 105000 
54,967.50 54,967.50 54,967.50 54,967.50 219,870.00 
133,717.50 133.717.50 133,717.50 133,717.50 534.870.00 
Quarter Quarter Quarter Quarter TOTAL 
1 2 3 4 Second Year 
900 900 900 900 3600 
35,001.00 35,001.00 35,001.00 35,001.00 140,004.00 
12,393.00 12,393.00 12,393.00 12,393.00 49,572.00 
3,150.00 3,150.00 3,150.00 3,150.00 12,600.00 
9,000.00 9,000.00 9,000.00 9,000.00 36,000.00 
59,544.00 59,544.00 59,544.00 59,544.00 238,176.00 
26250 26250 26250 26250 105000 
8,925.00 8,925.00 8,925.00 8,925.00 35,700.00 
7,612.50 7,612.50 7,612.50 7,612.50 30,450.00 
525.00 525.00 525.00 525.00 2,100.00 
3,937.50 3,937.50 3,937.50 3,937.50 15,750.00 
21,000.00 21,000.00 21,000.00 21,000.00 84,000.00 
80.544.00 80,544.00 80.544.00 80.544.00 322,176.00 
Figure 36. (continued) 
1 3 7  
Quarter 
1 
Quarter 
2 
Quarter 
3 
Quarter 
4 
TOTAL 
Third Year 
900 
78,750.00 
900 
78,750.00 
900 
78,750.00 
900 
78,750.00 
3600 
315,000.00 
26250 
54,967.50 
26250 
54,967.50 
26250 
54,967.50 
26250 
54,967.50 
105000 
219,870.00 
133,717.50 133,717.50 133,717.50 133,717.50 534,870.00 
Quarter 
1 
Quarter 
2 
Quarter 
3 
Quarter 
4 
TOTAL 
Third Year 
900 900 900 900 3600 
35,001.00 
12,393.00 
3,150.00 
9,000.00 
59,544.00 
35,001.00 
12,393.00 
3,150.00 
9,000.00 
59,544.00 
35,001.00 
12,393.00 
3,150.00 
9,000.00 
59,544.00 
35,001.00 
12,393.00 
3,150.00 
9,000.00 
59,544.00 
140,004.00 
49,572.00 
12,600.00 
36,000.00 
238,176.00 
26250 26250 26250 26250 105000 
8,925.00 
7,612.50 
525.00 
3,937.50 
21,000.00 
8,925.00 
7,612.50 
525.00 
3,937.50 
21,000.00 
8,925.00 
7,612.50 
525.00 
3,937.50 
21,000.00 
8,925.00 
7,612.50 
525.00 
3,937.50 
21,000.00 
35,700.00 
30,450.00 
2,100.00 
15,750.00 
84,000.00 
80,544.00 80,544.00 80.544.00 80.544.00 322,176.00 
Figure 36. (continued) 
1 3 8  
Pro Forma Capital 1 Quarter Quarter Quarter 
Purchase Schedule 1 1 2 3 
0 0.00 0.00 0.00 
Building 20,000.00 0.00 0.00 
Mobile Firewood Processor 84,000.00 0.00 0.00 
Wheeled Loader 36,000.00 0.00 0.00 
Delivery Truck 25,000.00 0.00 0.00 
Delivery Truck 25,000.00 0.00 0.00 
Shrinkwrap Machine 7,050.00 0.00 0.00 
Forklift 10,000.00 0.00 0.00 
Drying Chamber & Racks 3,800.00 0.00 0.00 
Drying Furnace 13,500.00 0.00 0.00 
0 0.00 0.00 0.00 
0 0.00 0.00 0.00 
Total Capital Purchases 224,350.00 0.00 0.00 
Figure 37. Capital purchases schedule for marketing center example with data 
based on Folkema (1984) and Monahan (1990) 
Quarter Quarter Quarter 
1 2 3 
Indirect Labor Costs 9,999.99 9,999.99 9,999.99 
Training & Safety 0.00 0.00 0.00 
Expendable Tools & Supplies 2,499.00 2,499.00 2,499.00 
Equipment Repair & Maintenance 3,360.00 3,360.00 3,360.00 
Equipment Rental 0.00 0.00 0.00 
Production Utilities 300.00 300.00 300.00 
Depreciation - Equipment 10,217.49 10,217.49 10,217.49 
Depreciation - Buildings 249.99 249.99 249.99 
Operations Miscellaneous 0.00 0.00 0.00 
Total Operations Overhead 26.626.47 26.626.47 26.626.47 
Figure 38. Operations costs schedule for marketing center example with data 
based on Folkema (1984) and Monahan (1990) 
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Pro Forma Marketing 
and Administrative Expenses 
Quarter 
1 
Quarter 
2 
Quarter 
3 
Marketing 
Advertising & Brochures 450.00 450.00 450.00 
Travel & Lodging 0.00 0.00 0.00 
Total Marketing Expenses 450.00 450.00 450.00 
Administration 
Executive Salaries & Benefits 8,750.01 8,750.01 8,750.01 
Office Salaries & Benefits 0.00 0.00 0.00 
Office Supplies 90.00 90.00 90.00 
Office Utilities 0.00 0.00 0.00 
Telephone 150.00 150.00 150.00 
Office Rental 0.00 0.00 0.00 
Office Equipment Rental 0.00 0.00 0.00 
Depreciation - Office Equipment 0.00 0.00 0.00 
Depreciation - Office Building 0.00 0.00 0.00 
Insurance 420.00 420.00 420.00 
Taxes & Licenses 0.00 0.00 0.00 
Legal & Audit 0.00 0.00 0.00 
Start Up Cost Amortization 0.00 0.00 0.00 
Administrative Miscellaneous 0.00 0.00 0.00 
Total Administrative Expenses 9,410.01 9,410.01 9,410.01 
Total Marketing & Adminstrative 9,860.01 9,860.01 9.860.01 
Figure 39. Schedule of marketing and administrative expenses for marketing 
center example 
1 4 0  
Pro Forma Income I Quarter Quarter 
Statement I 1 2 
Gross Revenues 89,145.00 133,717.50 
Cost of Goods Sold 
Direct Costs 80,544.00 80,544.00 
Operations Overhead 26,626.47 26.626.47 
Gross Margin -18.025.47 26.547.03 
Marketing Expenses 450.00 450.00 
Adminstrative Expenses 9,410.01 9,410.01 
Earnings Before Interest & Taxes -27,885.48 16,687.02 
Interest Expense 4.190.72 3,959.25 
Earnings Before Taxes -32.076.20 12.727.77 
Loss Carry Forward -76,549.79 -83,530.08 
Adjusted Taxable Earnings -108,625.99 -70,802.31 
Tax Liability 0.00 0.00 
12,727.77 Net Income (or Loss) -32.076.20 
Figure 40. Income statement for marketing center example 
1 4 1  
Quarter 
3 
Quarter 
4 
TOTAL 
First Year 
133,717.50 133,717.50 490,297.50 
80,544.00 
26.626.47 
80,544.00 
26.626.47 
322,176.00 
106.505.88 
26.547.03 26,547.03 61.615.62 
450.00 
9,410.01 
16,687.02 
3.930.00 
450.00 
9,410.01 
16,687.02 
3.930.00 
1,800.00 
37,640.04 
22,175.58 
16.009.97 
12.757.02 12.757.02 6,165.61 
-45,288.27 -8,930.48 0.00 
-32,531.25 3,826.54 0.00 
0.00 2,157.96 2,157.96 
12.757.02 10.599.06 4.007.65 
Figure 40. (continued) 
1 4 2  
Quarter Quarter Quarter Quarter TOTAL 
1 2 3 4 Second Year 
133,717.50 133,717.50 133,717.50 133,717.50 534,870.00 
80,544.00 
26.626.47 
80,544.00 
26,626.47 
80,544.00 
26.626.47 
80,544.00 
26.626.47 
322,176.00 
106,505.88 
26,547.03 26,547.03 26,547.03 26.547.03 106,188.12 
450.00 
9,410.01 
16,687.02 
3.930.00 
450.00 
9,410.01 
16,687.02 
3,930.00 
450.00 
9,410.01 
16,687.02 
3,930.00 
450.00 
9,410.01 
16,687.02 
3.930.00 
1,800.00 
37,640.04 
66,748.08 
15,720.00 
12.757.02 12,757.02 12.757.02 12.757.02 51,028.08 
0.00 0.00 0.00 0.00 0.00 
12,757.02 12,757.02 12,757.02 12,757.02 0.00 
4,464.96 4,464.96 4,464.96 4,464.96 17,859.83 
8.292.06 8,292.06 8.292.06 8.292.06 33,168.25 
Figure 40. (continued) 
1 4 3  
Quarter Quarter Quarter Quarter TOTAL 
1 2 3 4 Third Year 
133,717.50 133,717.50 133,717.50 133,717.50 534,870.00 
80,544.00 
26.626.47 
80,544.00 
26.626.47 
80,544.00 
26,626.47 
80,544.00 
26,626.47 
322,176.00 
106.505.88 
26.547.03 26,547.03 26.547.03 26.547.03 106,188.12 
450.00 
9,410.01 
16,687.02 
3,930.00 
450.00 
9,410.01 
16,687.02 
3.930.00 
450.00 
9,410.01 
16,687.02 
3.930.00 
450.00 
9,410.01 
16,687.02 
3.930.00 
1,800.00 
37,640.04 
66,748.08 
15,720.00 
12.757.02 12.757.02 12.757.02 12.757.02 51.028.08 
0.00 0.00 0.00 0.00 0.00 
12,757.02 12,757.02 12,757.02 12,757.02 0.00 
4,464.96 4,464.96 4,464.96 4,464.96 17,859.83 
8.292.06 8.292.06 8.292.06 8.292.06 33.168.25 
Figure 40. (continued) 
1 4 4  
Quarter Quarter 
1 2 
Beginning Cash Balance 0.00 6,966.22 
ADD: Cash Inflow 
Cash Receipts 89,145.00 133,717.50 
Accts Receivable Collections 0.00 0.00 
Interest Income 0.00 0.00 
Loans 131,000.00 0.00 
Invested Capital 119,000.00 0.00 
Total Cash Inflows 339,145.00 133,717.50 
MINUS: Cash Disbursements 
Direct Materials 43,926.00 43,926.00 
Direct Labor 20,005.50 20,005.50 
Direct Equipment 3,675.00 3,675.00 
Shipping to Retail 12,937.50 12,937.50 
Operations Overhead 16,158.99 16,158.99 
Marketing Expenses 450.00 450.00 
Administrative Expenses 9,410.01 9,410.01 
Interest on Credit Line 260.72 29.25 
Interest on Loans 3,930.00 3,930.00 
Tax Payments 0.00 0.00 
Capital Purchases 224,350.00 0.00 
Loan Principal Payments 0.00 0.00 
Total Cash Disbursements 335,103.72 110,522.25 
Total Inflows - Total Disbursements 4,041.28 23,195.25 
(net cash flow) 
Ending Cash Balance 4,041.28 30,161.47 
Minimum Cash Balance Desired 5,000.00 5,000.00 
Extra Funds Needed 16,181.00 0.00 
Draw on Credit Line 16,181.00 0.00 
Payment on Line of Credit 13,256.06 2,924.94 
Credit Line Balance 2,924.94 0.00 
Interest Due on Line of Credit 289.97 0.00 
Total Interest Paid for Period 4,190.72 3,959.25 
Total Principal Paid for Period 13,256.06 2,924.94 
Closing Balance with Credit Draw 6,966.22 27.236.53 
Figure 41. Cash flow statement for marketing center example 
Pro Forma Cash Flow 
Statement 
1 4 5  
Quarter Quarter TOTAL 
3 4 First Year 
27,236.53 50,461.03 
133,717.50 133,717.50 490,297.50 
0.00 0.00 0.00 
0.00 0.00 0.00 
0.00 0.00 131,000.00 
0.00 0.00 119.000.00 
133,717.50 133,717.50 740,297.50 
43,926.00 43,926.00 175,704.00 
20,005.50 20,005.50 80,022.00 
3,675.00 3,675.00 14,700.00 
12,937.50 12,937.50 51,750.00 
16,158.99 16,158.99 64,635.96 
450.00 450.00 1,800.00 
9,410.01 9,410.01 37,640.04 
0.00 0.00 289.97 
3,930.00 3,930.00 15,720.00 
0.00 0.00 0.00 
0.00 0.00 224,350.00 
0.00 0.00 0.00 
110,493.00 110,493.00 666,611.97 
23,224.50 23,224.50 73,685.53 
50.461.03 73.685.53 
5,000.00 5,000.00 
0.00 0.00 16,181.00 
0.00 0.00 16,181.00 
0.00 0.00 16,181.00 
0.00 0.00 
0.00 0.00 
3,930.00 3,930.00 16,009.97 
0.00 0.00 16.181.00 
50.461.03 73.685.53 
Figure 41. (continued) 
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Quarter Quarter Quarter Quarter TOTAL 
1 2 3 4 Second Year 
73,685.53 94,752.07 113,511.61 132,271.15 0.00 
133,717.50 133,717.50 133,717.50 133,717.50 534,870.00 
0.00 0.00 0.00 0.00 0.00 
0.00 0.00 0.00 0.00 0.00 
0.00 0.00 0.00 0.00 0.00 
0.00 0.00 0.00 0.00 0.00 
133,717.50 133,717.50 133,717.50 133,717.50 534,870.00 
43,926.00 43,926.00 43,926.00 43,926.00 175,704.00 
20,005.50 20,005.50 20,005.50 20,005.50 80,022.00 
3,675.00 3,675.00 3,675.00 3,675.00 14,700.00 
12,937.50 12,937.50 12,937.50 12,937.50 51,750.00 
16,158.99 16,158.99 16,158.99 16,158.99 64,635.96 
450.00 450.00 450.00 450.00 1,800.00 
9,410.01 9,410.01 9,410.01 9,410.01 37,640.04 
0.00 0.00 0.00 0.00 0.00 
3,930.00 3,930.00 3,930.00 3,930.00 15,720.00 
2,157.96 4,464.96 4,464.96 4,464.96 15,552.83 
0.00 0.00 0.00 0.00 0.00 
0.00 0.00 0.00 0.00 0.00 
112,650.96 114,957.96 114,957.96 114,957.96 457,524.83 
21,066.54 18,759.54 18,759.54 18,759.54 77,345.17 
94.752.07 113.511.61 132.271.15 151.030.69 
5,000.00 5,000.00 5,000.00 5,000.00 
0.00 0.00 0.00 0.00 0.00 
0.00 0.00 0.00 0.00 0.00 
0.00 0.00 0.00 0.00 0.00 
0.00 0.00 0.00 0.00 
0.00 0.00 0.00 0.00 
3,930.00 3,930.00 3,930.00 3,930.00 15,720.00 
0.00 0.00 0.00 0.00 0.00 
94.752.07 113.511.61 132.271.15 151,030.69 
Figure 41. (continued) 
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Quarter Quarter Quarter Quarter TOTAL 
1 2 3 4 Third Year 
151,030.69 169,790.24 188,549.78 207,309.32 0.00 
133,717.50 133,717.50 133,717.50 133,717.50 534,870.00 
0.00 0.00 0.00 0.00 0.00 
0.00 0.00 0.00 0.00 0.00 
0.00 0.00 0.00 0.00 0.00 
0.00 0.00 0.00 0.00 0.00 
133,717.50 133,717.50 133,717.50 133,717.50 534,870.00 
43,926.00 43,926.00 43,926.00 43,926.00 175,704.00 
20,005.50 20,005.50 20,005.50 20,005.50 80,022.00 
3,675.00 3,675.00 3,675.00 3,675.00 14,700.00 
12,937.50 12,937.50 12,937.50 12,937.50 51,750.00 
16,158.99 16,158.99 16,158.99 16,158.99 64,635.96 
450.00 450.00 450.00 450.00 1,800.00 
9,410.01 9,410.01 9,410.01 9,410.01 37,640.04 
0.00 0.00 0.00 0.00 0.00 
3,930.00 3,930.00 3,930.00 3,930.00 15,720.00 
4,464.96 4,464.96 4,464.96 4,464.96 17,859.83 
0.00 0.00 0.00 0.00 0.00 
0.00 0.00 0.00 0.00 0.00 
114,957.96 114,957.96 114,957.96 114,957.96 459,831.83 
18,759.54 18,759.54 18,759.54 18,759.54 75,038.17 
169.790.24 188.549.78 207.309.32 226.068.87 
5,000.00 5,000.00 5,000.00 5,000.00 
0.00 0.00 0.00 0.00 0.00 
0.00 0.00 0.00 0.00 0.00 
0.00 0.00 0.00 0.00 0.00 
0.00 0.00 0.00 0.00 
0.00 0.00 0.00 0.00 
3,930.00 3,930.00 3,930.00 3,930.00 15,720.00 
0.00 0.00 0.00 0.00 0.00 
169.790.24 188.549.78 207.309.32 226.068.87 
Figure 41. (continued) 
1 4 8  
Pro Forma 
Balance Sheet 
End of 
Quarter 
1 
End of 
Quarter 
2 
End of 
Quarter 
3 
End of 
First Year 
Current Assets 
Cash 6,966.22 27,236.53 50,461.03 73,685.53 
Marketable Securities 0.00 0.00 0.00 0.00 
Accounts Receivable 0.00 0.00 0.00 0.00 
Inventory - Raw Materials 0.00 0.00 0.00 0.00 
Inventory - Finished Products 0.00 0.00 0.00 0.00 
Prepaid Expenses 0.00 0.00 0.00 0.00 
Total Current Assets 6,966.22 27,236.53 50,461.03 73,685.53 
Fixed Assets 
Buildings & Equipment 224,350.00 224,350.00 224,350.00 224,350.00 
Less Accumulated Depreciation 10,467.48 20,934.96 31,402.44 41,869.92 
Net Buildings & Equipment 213,882.52 203,415.04 192,947.56 182,480.08 
Land 19.000.00 19,000.00 19,000.00 19,000.00 
Total Fixed Assets 232,882.52 222,415.04 211,947.56 201,480.08 
Total Assets 239.848.74 249,651.57 262,408.59 275,165.61 
Current Liabilities 
Accounts Payable 0.00 0.00 0.00 0.00 
Line of Credit 2,924.94 0.00 0.00 0.00 
Current Portion of Loans Payable 0.00 0.00 0.00 0.00 
Accrued Wages 0.00 0.00 0.00 0.00 
Income Taxes Payable 0.00 0.00 0.00 2,157.96 
Total Current Liabilities 2,924.94 0.00 0.00 2,157.96 
Lone Term Liabilities 
Loans Payable 131.000.00 131,000.00 131.000.00 131,000.00 
Total Long Term Liabilities 131,000.00 131,000.00 131,000.00 131,000.00 
Total Liabilities 133.924.94 131,000.00 131,000.00 133,157.96 
Owners' Equity 
Original Investment 119,000.00 119,000.00 119,000.00 119,000.00 
Subsequent Investments 19,000.00 19,000.00 19,000.00 19,000.00 
Retained Earnings 4,153.43 4,252.34 4,252.34 2,764.02 
Less Withdrawals or Dividends 0.00 0.00 0.00 0.00 
Total Owners' Equity 105,923.80 118.651.57 131,408.59 142,007.65 
Total Liabilities & Equity 239,848.74 249,651.57 262,408.59 275,165.61 
Figure 42. Balance sheet for marketing center example 
1 4 9  
End of End of End of 
Quarter Quarter Quarter End of 
1 2 3 Second Year 
94,752.07 113,511.61 132,271.15 . 151,030.69 
0.00 0.00 0.00 0.00 
0.00 0.00 0.00 0.00 
0.00 0.00 0.00 0.00 
0.00 0.00 0.00 0.00 
0.00 0.00 0.00 0.00 
94,752.07 113,511.61 132,271.15 151,030.69 
224,350.00 224,350.00 224,350.00 224,350.00 
52,337.40 62,804.88 73,272.36 83,739.84 
172,012.60 161,545.12 151,077.64 140,610.16 
19,000.00 19,000.00 19.000.00 19,000.00 
191,012.60 180,545.12 170,077.64 159,610.16 
285,764.67 294,056.73 302.348.79 310,640.85 
0.00 0.00 0.00 0.00 
0.00 0.00 0.00 0.00 
0.00 0.00 0.00 0.00 
0.00 0.00 0.00 0.00 
4,464.96 4,464.96 4,464.96 4,464.96 
4,464.96 4,464.96 4,464.96 4,464.96 
131,000.00 131,000.00 131,000.00 131,000.00 
131,000.00 131,000.00 131,000.00 131,000.00 
135,464.96 135,464.96 135.464.96 135,464.96 
119,000.00 119,000.00 119,000.00 119,000.00 
19,000.00 19,000.00 19,000.00 19,000.00 
8,292.06 8,292.06 8,292.06 8,292.06 
0.00 0.00 0.00 0.00 
15.0,299.71 158,591.77 166.883.83 175,175.90 
285,764.67 294.056.73 302,348.79 310,640.85 
Figure 42. (continued) 
1 5 0  
End of End of End of 
Quarter Quarter Quarter End of 
1 2 3 Third Year 
169,790.24 188,549.78 207,309.32 226,068.87 
0.00 0.00 0.00 0.00 
0.00 0.00 0.00 0.00 
0.00 0.00 0.00 0.00 
0.00 0.00 0.00 0.00 
0.00 0.00 0.00 0.00 
169,790.24 188,549.78 207,309.32 226,068.87 
224,350.00 224,350.00 224,350.00 224,350.00 
94,207.32 104,674.80 115,142.28 125,609.76 
130,142.68 119,675.20 109,207.72 98,740.24 
19.000.00 19,000.00 19.000.00 19.000.00 
149,142.68 138,675.20 128,207.72 117,740.24 
318,932.92 327.224.98 335.517.04 343.809.11 
0.00 0.00 0.00 0.00 
0.00 0.00 0.00 0.00 
0.00 0.00 0.00 0.00 
0.00 0.00 0.00 0.00 
4,464.96 4,464.96 4,464.96 4,464.96 
4,464.96 4,464.96 4,464.96 4,464.96 
131,000.00 131,000.00 131,000.00 131,000.00 
131,000.00 131,000.00 131,000.00 131,000.00 
0.00 0.00 0.00 0.00 
135.464.96 135.464.96 135.464.96 135.464.96 
119,000.00 119,000.00 119,000.00 119,000.00 
19,000.00 19,000.00 19,000.00 19,000.00 
8,292.06 8,292.06 8,292.06 8,292.06 
0.00 0.00 0.00 0.00 
183,467.96 191.760.02 200.052.09 208,344.15 
318.932.92 327.224.98 335.517.04 343,809.11 
Figure 42. (continued) 
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FinandalRatio^Anal^sis^^l Year 1 
^^^^Financial_Fonnula_^_^_JRatio 
Lic|iddit|g_^_ 
Year 2 
Ratio 
Current Ratio 
Quick, or Acid Test 
^ssetJManagemen^ 
Current Assets 
Current Liabilities 
Inventory Turnover 
Average Collection Period 
Fixed Asset Utilization 
Total Asset Utilization 
Debt Management 
Debt to Equity 
Debt to Total Assets 
Current Assets - Inventory 34.15 
Current Liabilities 
Sales 
Inventory 
Accounts Receivable 
Sales/360 
Sales 
Fixed Assets 
Sales 
Total Assets 
Total Liabilities 
Owners' Equity 
Total Liabilities 
Total Assets 
Times Interest Earned Earnings Before Interest & Taxes 1.39 
Interest Expenses 
Profitability 
Profit Margin on Sales 
Return on Total Assets (ROA) 
Return on Equity (ROE) 
Net Income 
Sales 
Net Income 
Total Assets 
Net Income 
Owners' Equity 
Figure 43. Financial ratios for marketing center example 
Year 3 
Ratio 
34.15 33.83 50.63 
33.83 50.63 
0.00 0.00 0.00 
2.43 3.35 4.54 
1.78 1.72 1.56 
0.94 0.77 0.65 
0.48 0.44 0.39 
4.25 4.25 
0.01 0.06 0.06 
0.01 0.11 0.10 
0.03 0.19 0.16 
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DISCUSSION 
The results obtained from using the spreadsheet are highly dependent on 
the quality of the data used for analysis. The creation of new business ventures is 
inherently risky. Opportunities for new hardwood marketing centers should be 
carefully examined with regards to assumptions used in estimating product sales, 
supply availability, production costs, and capital requirements. 
Folkema (1984) lists inadequate financial planning as a major reason for 
business failure in fuelwood operations. He explains that some operators have 
failed because of inadequate operating funds while others have failed because of 
high financing costs. With fairly low profit margins, fuelwood operators need high 
sales volumes to cover capitalization costs 
As Figure 28 illustrates, net income may, at times, be negative. Developing 
projections of cost schedules and income statements allows entrepreneurs to 
establish their best estimate of returns to investments. Using the spreadsheet to 
enter data, document values and assumptions, and then produce statements 
suitable for business plans shortens the time needed for financial planning. 
The cash flow statement in Figure 29 provides several items of interest. 
First, this statement indicates no cash receipts until Month 4. This timing of 
receipts is important as it directly affects the credit line balance. Given the 
underlying assumptions for this small operator illustration, Figure 29 indicates a 
credit line balance over $18,000 for two months. A business planner could use the 
cash flow statement to examine the projected timing for cash receipts and 
disbursements looking for ways to minimize the credit line balance. With an 
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automated spreadsheet, a business planner could alter data inputs to perform 
"what if' analysis. 
The balance sheet in Figure 30 allows an important view of assets, 
liabilities, and net worth. For this example, no original investment capital was 
used. As Figure 30 indicates, the business is highly leveraged. The spreadsheet 
provides a quick method of developing a projected balance sheet to view asset and 
liability relationships. 
Commonly used financial ratios are provided in Figure 31. Financial 
analysts, loan officers, and investment specialists would examine similar ratios 
when considering possible financing for businesses. Some ratios indicate question 
marks rather than values, showing that these ratios have divisor values of zero. 
Values provided by the financial ratios could be compared with industry 
averages. These ratios would allow entrepreneurs to consider prospective mixes of 
financing and determine suitability for their use. 
As illustrated in the marketing center example in Figures 32 through 43, 
financial planning for a large business requires much information. This example 
included major capital expenditures requiring significant financing costs. The level 
of financing costs can be quickly modified by changing the loan and invested 
capital levels or by changing the interest rates used in part two of the data 
summary. Examining the sensitivity of results to changes in capital costs allows 
users to explore different financing strategies. 
Although requiring over $200,000 in startup funding, the marketing center 
example anticipated only four to six workers. Personnel expectations can have an 
important impact on cost projections. In a related manner, productivity 
expectations are imbedded in projections of sales levels and labor costs. The 
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spreadsheet allows easy manipulation of variables to provide users ability to 
analyze various scenarios and ask "what if?" 
This package is primarily intended for individuals or groups who would 
provide assistance to entrepreneurs. Potential users could include small business 
development personnel, Resource Conservation and Development groups, 
management consultants, and extension specialists. Entrepreneurs considering a 
business venture using low-quality hardwoods are likely to have more experience 
and knowledge concerning wood and equipment than they have concerning 
accounting principles and microcomputer spreadsheets. They would be prudent in 
seeking assistance from business planning advisors who could help with business 
plan development. 
People involved in small business development centers or Resource 
Conservation and Development groups that focus on new businesses in rural 
areas of the United States may find this financial planning package helpful in 
creating successful ventures. With this financial planning tool, promising 
opportunities to use low-quality hardwoods can be more readily analyzed. 
In terms of completing the spreadsheet for a given situation, some specific 
studies may be needed by an antrepreneur to obtain information on customers, 
competitors, equipment, transportation, and resources. Market research to 
estimate potential sales and possible competition would be important for specific 
business plans. 
Going beyond application to a specific situation, the spreadsheet leads to 
broader research questions. The economic and operational efficiencies of 
equipment in various product applications could be researched to provide baseline 
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cost estimates. These baseline estimates would provide spreadsheet users with 
comparison values as they develop their own situation-specific estimates. 
Transportation research could help the movement of low-quality hardwoods 
by identifying efficient strategies for collection and distribution. With transport 
costs as a limiting factor to sales, economic evaluation of transportation 
alternatives would be useful to enlarge market service areas. 
Availability studies could provide increased documentation of suitable 
hardwood resources ready for use. By identifying resource availability, research 
can provide a starting point for entrepreneurial imagination. 
Continued examination of existing and potential hardwood distribution 
channels would help expand understanding of the markets that use hardwood 
materials. This increased understanding may lead to new product ideas and 
increased utilization for low-quality hardwoods. 
Macroeconomic research could be directed into topics related to market 
structure and institutional needs. Given a competitive market with no barriers to 
entry, marketing centers would be expected to be currently operating in 
potentially profitable situations. Research into possible market failures could be 
conducted to examine such aspects as capital market requirements, legal 
frameworks, organizational frameworks, risk burdens, and captive market 
situations. 
Enhanced market development could depend on government intervention to 
support institutions, share risks, or subsidize initiatives. Research could be 
conducted to examine the social costs and benefits of government intervention to 
establish a marketing center with goals of environmental enhancement, hardwood 
timber improvement, job creation, and rural development. Policy analysis related 
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to rural development and low-quality hardwoods would be helpful in guiding federal 
and state legislation in this area. 
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SUMMARY AND CONCLUSIONS 
Available low quality hardwood resources need to be matched with market 
opportunities. A successful concentration, merchandising, and marketing center 
for hardwoods could provide a needed link between producers and consumers to 
move quantities of firewood, energy wood chips, mulch,or other products. By 
performing the functions of collecting, sorting, processing, packaging, and 
delivering, a marketing center could use raw materials from small, periodic 
producers to provide a reliable source of products of proper quantity and form for a 
variety of consumers. 
Finding wood markets that could be met with low grade materials may 
extend the resource base of valuable higher grade materials. Locally active wood 
yards might draw increased attention to forest management activities and assist 
rural economic development. 
Marketing center opportunities would need to be evaluated for their profit 
potential before investment would occur. A financial planning spreadsheet allows 
development of financial statements for business planning purposes. This 
spreadsheet framework identifies data needed to project revenues and expenses of 
new businesses. With user-specified products, selling prices and volumes, 
production costs, and other data, the spreadsheet provides a pro forma income 
statement, a pro forma cash flow statement, and a pro forma balance sheet. 
The spreadsheet also provides supporting schedules to document sales and 
costs assumptions. Financial ratios are provided by the spreadsheet to allow 
comparison of a new marketing center with other business investments. To 
adequately quantify and communicate profit potential from a low quality 
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hardwood marketing center opportunity, a business plan would need to show solid 
financial projections. Such projections would be based upon analysis and research 
documented in earlier sections of the plan. 
Financial projections are quicker and easier to develop using the 
spreadsheet framework. Entrepreneurs considering hardwood marketing center 
ideas would have more time for market identification and customer analysis, 
critical activities for new venture creation. 
1 5 9  
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APPENDIX A: GLOSSARY OF TERMS 
Accounts Payable (from Balance Sheet) = amount adjusted by user, default = 
blank 
Accounts Receivable (from Balance Sheet) = amount adjusted by user, default = 
blank 
Accounts Receivable (from Module D) = Accounts Receivable from Balance Sheet 
Accounts Receivable Collections (from Cash Flow Statement) = amount adjusted 
by user, default = blank 
Accrued Wages (from Balance Sheet) = amount adjusted by user, default = blank 
Accumulated Depreciation (from Balance Sheet) = see Less Accumulated 
Depreciation 
Acid Test (from Module D) = Quick Ratio 
Adjusted Taxable Earnings (from Income Statement) = Earnings Before Taxes + 
Loss Carry Forward 
Administrative Expenses (from Cash Flow Statement) = Total Administrative 
Expenses - Depreciation for Office Equipment - Depreciation for Office 
Building - Start Up Amortization, all values from. Marketing and 
Administrative Expenses Schedule 
Administrative Expenses (from Income Statement) = Total Administrative 
Expenses from Marketing and Administrative Expenses Schedule 
Administrative Miscellaneous (from Marketing and Administrative Expenses 
Schedule) = value entered in Module B: Part Two 
Administrative Miscellaneous (from Module B: Part Two) = input item specified by 
user 
Advertising & Brochures (from Marketing and Administrative Expenses Schedule) 
= value entered in Module B: Part Two 
Advertising & Brochures (from Module B: Part Two) = input item specified by user 
Annual Sales Volume (from Module B: Part One) = Monthly Sales Volume * 12 
Average Collection Period (from Module D) = Accounts Receivable/(Sales/360) 
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Beginning Cash Balance (from Cash Flow Statement) = Closing Balance with 
Credit Draw from previous period 
Building Lease Costs (from Module B: Part Two) = input item specified by user 
Building Lease Costs (from Operations Costs Schedule) = value entered in Module 
B: Part Two 
Buildings & Equipment (from Balance Sheet) = Buildings & Equipment from 
previous period + Total Capital Purchases from Capital Purchases 
Schedule 
Capital Purchases (from Cash Flow Statement) = Total Capital Purchases from 
Capital Purchases Schedule 
Cash (from Balance Sheet) = Closing Balance with Credit Draw from Cash Flow 
Statement 
Cash Receipts (from Cash Flow Statement) = Gross Sales Revenues from Sales 
Schedule 
Closing Balance with Credit Draw (from Cash Flow Statement) = Ending Cash 
Balance + Draw on Credit Line - Payment on Line of Credit 
Credit Line Balance (from Cash Flow Statement) = Credit Line Balance from 
previous period + Draw on Credit Line - Payment on Credit Line 
Current Assets (from Module D) = Total Current Assets from Balance Sheet 
Current Liabilities (from Module D) = Total Current Liabilities from Balance 
Sheet 
Current Portion of Loans Payable (from Balance Sheet) = amount adjusted by 
user, default = blank 
Current Ratio (from Module D) = Current Assets/Current Liabilities 
Debt to Equity (from Module D) = Total Liabilities/Owners' Equity 
Debt to Total Assets (from Module D) = Total Liabilities/Total Assets 
Depreciation for Buildings (from Module B: Part Two) = input item specified by user 
Depreciation for Buildings (from Operations Costs Schedule) = value entered in 
Module B: Part Two 
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Depreciation for Equipment (from Module B: Part Two) = input item specified by 
user 
Depreciation for Equipment (from Operations Costs Schedule) = value entered in 
Module B: Part Two 
Depreciation for Office Building (from Marketing and Administrative Expenses 
Schedule) = value entered in Module B: Part Two 
Depreciation for Office Building (from Module B: Part Two) = input item specified 
hy user 
Depreciation for Office Equipment (from Marketing and Administrative Expenses 
Schedule) = value entered in Module B: Part Two 
Depreciation for Office Equipment (from Module B; Part Two) = input item 
specified by user 
Direct Costs (from Income Statement) = Total Direct Costs from Direct Costs 
Schedule 
Direct Equipment (from Cash Flow Statement) = Product 1 Direct Equipment + 
Product 2 Direct Equipment + Product 3 Direct Equipment + Product 4 
Direct Equipment + Product 5 Direct Equipment + Product 6 Direct 
Equipment + Product 7 Direct Equipment, all values from Direct Costs 
Schedule 
Direct Equipment (from Direct Costs Schedule) = Units Produced * per unit cost 
from Module B: Part One 
Direct Labor (from Cash Flow Statement) = Product 1 Direct Labor + Product 2 
Direct Labor + Product 3 Direct Labor + Product 4 Direct Labor + Product 5 
Direct Labor + Product 6 Direct Labor + Product 7 Direct Labor, all values 
jrom Direct Costs Schedule 
Direct Labor (from Direct Costs Schedule) = Units Produced * per unit cost from 
Module B: Part One 
Direct Materials (from Cash Flow Statement) = Product 1 Direct Materials + 
Product 2 Direct Materials + Product 3 Direct Materials + Product 4 Direct 
Materials + Product 5 Direct Materials + Product 6 Direct Materials + 
Product 7 Direct Materials, all values from Direct Costs Schedule 
Direct Materials (from Direct Costs Schedule) = Units Produced * per unit cost 
from Module B: Part One 
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Dividend/Owner Withdrawal (from Cash Flow Statement) = amount adjusted by 
user, default = blank 
Draw on Credit Line (from Cash Flow Statement) = Extra Funds Needed 
Earnings Before Interest & Taxes (from Income Statement) = Gross Margin -
Marketing Expenses - Administrative Expenses 
Earnings Before Interest & Taxes (from Module D) = Earnings Before Interest & 
Taxes from Income Statement 
Earnings Before Taxes (from Income Statement) = Earnings Before Interest & 
Taxes - Interest Expense 
Ending Cash Balance (from Cash Flow Statement) = Beginning Cash Balance + 
Total Inflows - Total Disbursements 
Equipment (from Module B: Part One) = Equipment Operating Expenses from 
product page 
Equipment Operating Expenses (from Product Pages 1-7) = cost per unit sold for 
equipment used in processing specified by user 
Equipment Rental (from Module B: Part Two) = input item specified by user 
Equipment Rental (from Operations Costs Schedule) = value entered in Module B: 
Part Two 
Equipment Repair & Maintenance (from Module B: Part Two) = input item 
specified by user 
Equipment Repair & Maintenance (from Operations Costs Schedule) = value 
entered in Module B: Part Two 
Executive Salaries & Benefits (from Marketing and Administrative Expenses 
Schedule) = value entered in Module B: Part Two 
Executive Salaries & Benefits (from Module B: Part Two) = input item specified by 
user 
Expendable Tools & Supplies (from Module B: Part Two) = input item specified by 
user 
Expendable Tools & Supplies (from Operations Costs Schedule) = value entered in 
Module B: Part Two 
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Extra Funds Needed (from Cash Flow Statement) = if Ending Cash Balance is 
greater than or equal to Minimum Cash Balance, then zero; else Minimum 
Cash Balance - Ending Cash Balance 
Fixed Asset Utilization (from Module D) = Sales/ Fixed Assets 
Fixed Assets (from Module D) = Total Fixed Assets from Balance Sheet 
Gross Margin (from Income Statement) = Gross Revenues - Direct Costs -
Operations Overhead 
Gross Revenues (from Income Statement) = Gross Sales Revenue from Sales 
Schedule 
Gross Sales Revenue (from Sales Schedule) = Product 1 Revenue + Product 2 
Revenue + Product 3 Revenue + Product 4 Revenue + Product 5 Revenue + 
Product 6 Revenue + Product 7 Revenue 
Harvest Cost (from Product Pages 1-7) = cost per unit sold for harvesting 
activities specified by user 
Income Taxes Payable (from Balance Sheet) = unpaid taxes for current quarter 
Indirect Labor Costs (from Module B: Part Two) = input item specified by user 
Indirect Labor Costs (from Operations Costs Schedule) = value entered in Module 
B; Part Two 
Insurance (from Marketing and Administrative Expenses Schedule) = value 
entered in Module B: Part Two 
Insurance (from Module B: Part Two) = input item specified by user 
Interest Due on Line of Credit (from Cash Flow Statement) = Credit Line Balance 
* (Credit Line Interest Rate/rom Module B: Part Two/100)/12 months 
Interest Expense (from Income Statement) = Total Interest Paid for period from 
Cash Flow Statement 
Interest Expenses (from Module D) = Interest Expense from Income Statement 
Interest Income (from Cash Flow Statement) = Marketable Securities from 
Balance Sheet * 5/100/12 months 
Interest on Credit Line (from Cash Flow Statement) = Interest Due on Line of 
Credit from previous period 
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Interest on Loans (from Cash Flow Statement) = Loans Payable from Balance 
Sheet * (Loan Interest Rate from Module B: Part Two/100)/12 months 
Inventory (from Module D) = (Inventory of Raw Materials + Inventory of Work in 
Progress + Inventory of Finished Products) from Balance Sheet 
Inventory of Finished Products (from Balance Sheet) = amousit adjusted by user, 
default = blank 
Inventory of Raw Materials (from Balance Sheet) = amount adjusted by user, 
default = blank 
Inventory of Work in Progress (from Balance Sheet) = amount adjusted by user, 
default = blank 
Inventory Turnover (from Module D) = Sales/Inventory 
Invested Capital (from Cash Flow Statement) = amount adjusted by user, default 
= blank 
Labor (from Module B: Part One) = Labor/rom product page 
Labor (from Product Pages 1-7) = cost per unit sold for labor used in processing 
specified by user 
Land (from Balance Sheet) = Land from previous period 
Leasehold Improvements Amortization (from Module B: Part Two) = input item 
specified by user 
Leasehold Improvements Amortization (from Operations Costs Schedule) = value 
entered in Module B: Part Two 
Legal & Audit (from Marketing and Administrative Expenses Schedule) = value 
entered in Module B: Part Two 
Legal & Audit (from Module B: Part Two) = input item specified by user 
Less Accumulated Depreciation (from Balance Sheet) = Less Accumulated 
Depreciation from previous period + (Depreciation for Equipment + 
Depreciation for Buildings) from Operations Costs Schedule + 
(Depreciation for Office Equipment + Depreciation for Office Building) from 
Marketing and Administrative Expenses Schedule 
Less Withdrawals or Dividends (from Balance Sheet) = Dividend/Owner 
Withdrawals from Cash Flow Statement 
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Line of Credit (from Balance Sheet) = Credit Line Balance 
Link with financial analysis worksheet (from Product Pages 1-7) = linkage of 
product page to Module B: Part One initiated by user 
Loan Principal Payments (from Cash Flow Statement) = amount adjusted by user, 
default = blank 
Loans (firom Cash Flow Statement) = amount adjusted by user, default = blank 
Loans Payable (from Balance Sheet) = Loans Payable from previous period + 
(new Loans - Loan Principle Payments) from Cash Flow Statement 
Loss Carry Forward (from Income Statement) = Adjusted Taxable Earnings from 
previous period if value was negative 
Marketable Securities (from Balance Sheet) = Marketable Securities from 
previous period + Marketable Securities Purchase from Cash Flow 
Statement 
Marketable Securities Purchase (from Cash Flow Statement) = amount adjusted 
by user, default = blank 
Marketing Expenses (from Cash Flow Statement) = Total Marketing Expenses 
from Marketing and Administrative Expenses Schedule 
Marketing Expenses (firom Income Statement) = Total Marketing Expenses from 
Marketing and Administrative Expenses Schedule 
Materials (from Module B: Part One) = Total Cost of Materials Per Unit Sold from 
product page 
Minimum Cash Balance Desired (from Cash Flow Statement) = value entered in 
Module B: Part Two 
Monthly Sales Volume (from Module B: Part One) = Monthly Sales Volume from 
product page 
Monthly Sales Volume (from Product Pages 1-7) = sales volume per month 
specified by user 
Net Buildings & Equipment (from Balance Sheet) = Buildings & Equipment - Less 
Accumulated Depreciation 
Net Income (from Module D) = Net Income (or Loss) from Income Statement 
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Net Income (or Loss) (from Income Statement) = Earnings Before Taxes - Tax 
Liability 
Office Equipment Rental (from Marketing and Administrative Expenses Schedule) 
= value entered in Module B: Part Two 
Office Equipment Rental (from Module B: Part Two) = input item specified by user 
Office Rental (from Marketing and Administrative Expenses Schedule) = value 
entered in Module B: Part Two 
Office Rental (from Module B: Part Two) = input item specified by user 
Office Salaries & Benefits (from Marketing and Administrative Expenses 
Schedule) = value entered in Module B: Part Two 
Office Salaries & Benefits (from Module B: Part Two) = input item specified by user 
Office Supplies (firom Marketing and Administrative Expenses Schedule) = value 
entered in Module B: Part Two 
Office Supplies (from Module B: Part Two) = input item specified by user 
Office Utilities (from Marketing and Administrative Expenses Schedule) = value 
entered in Module B: Part Two 
Office Utilities (firom Module B: Part Two) = input item specified by user 
Operations Miscellaneous (firom Module B: Part Two) = input item specified by user 
Operations Miscellaneous (from Operations Costs Schedule) = value entered in 
Module B: Part Two 
Operations Overhead (firom Cash Flow Statement) = Total Operations Overhead -
Leasehold Improvements Amortization - Depreciation for Equipment -
Depreciation for Buildings, all values from Operations Costs Schedule 
Operations Overhead (from Income Statement) = Total Operations Overhead 
from Operations Costs Schedule 
Original Investment (from Balance Sheet) = Invested Capital in Month 1 from 
Cash Flow Statement 
Owners' Equity (from Module D) = Total Owners' Equity from Balance Sheet 
Payment on Line of Credit (firom Cash Flow Statement) = if Ending Cash Balance 
is less than (Minimum Cash Balance * 2), then zero; else if Credit Line 
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Balance from previous period is zero, then zero; else if Credit Line Balance 
from previous period is less than one-half of Ending Cash Balance, then 
Credit Line B^ance; else one-half of Ending Cash Balance 
Per Unit Cost of Goods Sold (from Product Pages 1-7) = Total Cost of Materials 
Per Unit Sold + Total Cost of Processing Per Unit Sold 
Prepaid Expenses (from Balance Sheet) = amount adjusted by user, default = 
blank 
Product 1 Revenue (from Sales Schedule) = Sale Price/Unit * Projected Unit Sales 
Product 2 Revenue (from Sales Schedule) = Sale Price/Unit * Projected Unit Sales 
Product 3 Revenue (from Sales Schedule) = Sale Price/Unit * Projected Unit Sales 
Product 4 Revenue (from Sales Schedule) = Sale Price/Unit * Projected Unit Sales 
Product 5 Revenue (from Sales Schedule) = Sale Price/Unit * Projected Unit Sales 
Product 6 Revenue (from Sales Schedule) = Sale Price/Unit * Projected Unit Sales 
Product 7 Revenue (from Sales Schedule) = Sale Price/Unit * Projected Unit Sales 
Product Name (from Module B: Part One) = Product Name from product page 
Product Name (from Product Pages 1-7) = product name identified by user 
Production Utilities (from Module B: Part Two) = input item specified by user 
Production Utilities (from Operations Costs Schedule) = value entered in Module 
B: Part Two 
Profit Margin on Sales (from Module D) = Net Income/Sales 
Projected Unit Sales (from Sales Schedule) = Monthly Sales Volume from Module 
B: Part One 
Quick Ratio, or Acid Test (from Module D) = (Current Assets - Inventory)/Current 
Liabilities 
Retail Margin as Percent (from Product Pages 1 - 7) = percentage retained by 
retailer specified by user, then expressed as a dollar value = Retail Price * 
(Retail Margin as Percent/100) 
Retail Price (from Product Pages 1 - 7) = retail price per unit specified by user 
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Retained Earnings (from Balance Sheet) = Net Income (or Loss) from Income 
Statement 
Return on Equity (ROE) (from Module D) = Net Income/Owners' Equity 
Return on Total Assets (ROA) (from Module D) = Net Income/Total Assets 
Sale Price/Unit (from Sales Schedule) = Selling Price from Module B: Part One 
Sale Unit Measure (from Product Pages 1 - 7) = product's unit of measure 
identified by user 
Sales (from Module D) = Gross Revenues from Income Statement 
Sales Commissions (from Marketing and Administrative Expenses Schedule) = 
value entered in Module B: Part Two 
Sales Commissions (from Module B: Part Two) = input item specified by user 
Sales Salaries & Benefits (from Marketing and Administrative Expenses 
Schedule) = value entered in Module B: Part Two 
Sales Salaries & Benefits (from Module B: Part Two) = input item specified by user 
Selling Price (from Module B: Part One) = Wholesale Price (FOB Retail Location) 
from product page 
Shipping to Retail (from Cash Flow Statement) = Product 1 Shipping to Retail + 
Product 2 Shipping to Retail + Product 3 Shipping to Retail + Product 4 
Shipping to Retail + Product 5 Shipping to Retail + Product 6 Shipping to 
Retail + Product 7 Shipping to Retail, all values from Direct Costs Schedule 
Shipping to Retail (from Direct Costs Schedule) = Units Produced * per unit cost 
from Module B: Part One 
Shipping to Retail (from Module B: Part One) = Transportation to Retail/roAn 
product page 
Start Up Cost Amortization (from Marketing and Administrative Expenses 
Schedule) = value entered in Module B: Part Two 
Start Up Cost Amortization (from Module B: Part Two) = input item specified by 
user 
Stumpage (from Product Pages 1 - 7) = cost per unit sold for stumpage purchase 
specified by user 
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Subsequent Investments (from Balance Sheet) = Subsequent Investments from 
previous period + Invested Capital from Cash Flow Statement 
Tax Liability (from Income Statement) = if Adjusted Taxable Earnings is a 
positive value, Adjusted Taxable Earnings * (Federal + State Tax Rates 
from Module B: Part Two/100); else zero 
Tax Payments (from Cash Flow Statement) = Tax Liability of previous 3 months 
from Income Statement, i.e. paid quarterly 
Taxes & Licenses (from Marketing and Administrative Expenses Schedule) = 
value entered in Module B; Part Two 
Taxes & Licenses (from Module B: Part Two) = input item specified by user 
Telephone (from Marketing and Administrative Expenses Schedule) = value 
entered in Module B: Part Two 
Telephone (from Module B: Part Two) = input item specified by user 
Times Interest Earned (from Module D) = Earnings Before Interest & 
Taxes/Interest Expenses 
Total Administrative Expenses (from Marketing and Administrative Expenses 
Schedule) = sum of all administrative expenses in period 
Total Asset Utilization (from Module D) = Sales/Total Assets 
Total Assets (from Balance Sheet) = Total Current Assets + Total Fixed Assets 
Total Assets (from Module D) = Total Assets from Balance Sheet 
Total Capital Purchases (from Capital Purchases Schedule) = sum of all capital 
purchase entries in period 
Total Cash Disbursements (from Cash Flow Statement) = sum of all 
disbursements in period 
Total Cash Inflows (from Cash Flow Statement) = sum of cash inflow for period 
Total Cost of Materials Per Unit Sold (from Product Pages 1 - 7) = Stumpage + 
Harvest Cost + Transportation to Marketing Center 
Total Cost of Processing Per Unit Sold (from Product Pages 1 - 7) = Labor + 
Equipment Operating Expenses 
Total Current Assets (from Balance Sheet) = sum of all current assets in period 
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Total Current Liabilities (from Balance Sheet) = sum of all current liabilities in 
period 
Total Direct Costs (from Direct Costs Schedule) = Total Product 1 Direct Costs + 
Total Product 2 Direct Costs + Total Product 3 Direct Costs + Total 
Product 4 Direct Costs + Total Product 5 Direct Costs + Total Product 6 
Direct Costs + Total Product 7 Direct Costs 
Total Fixed Assets (from Balance Sheet) = Net Buildings & Equipment + Land 
Total Inflows - Total Disbursements (from Cash Flow Statement) = Total Cash 
Inflows - Total Cash Disbursements 
Total Interest Paid for Period (from Cash Flow Statement) = Interest on Credit 
Line + Interest on Loans 
Total Liabilities (from Balance Sheet) = Total Current Liabilities + Total Long 
Term Liabilities 
Total Liabilities (from Module D) = Total Liabilities from Balance Sheet 
Total Liabilities & Equity (from Balance Sheet) = Total Liabilities + Total Owners' 
Equity 
Total Long Term Liabilities (from Balance Sheet) = sum of all long term liabilities 
in period 
Total Marketing & Administrative (from Marketing and Administrative Expenses 
Schedule) = Total Marketing Expenses + Total Administrative Expenses 
Total Marketing Expenses (from Marketing and Administrative Expenses 
Schedule) = sum of all marketing expenses in period 
Total Operations Overhead (from Operations Costs Schedule) = sum of all 
operations costs entries in period 
Total Owners' Equity (from Balance Sheet) = Total Owners' Equity from previous 
period + Invested Capital from Cash Flow Statement + Retained Earnings 
- Less Withdrawals or Dividends 
Total Principal Paid for Period (from Cash Flow Statement) = Loan Principal 
Payments + Payment on Line of Credit 
Total Product 1 Direct Costs (from Direct Costs Schedule) = Direct Materials + 
Direct Labor + Direct Equipment + Shipping to Retail 
1 7 7  
Total Product 2 Direct Costs (from Direct Costs Schedule) = Direct Materials + 
Direct Labor + Direct Equipment + Shipping to Retail 
Total Product 3 Direct Costs (from Direct Costs Schedule) = Direct Materials + 
Direct Labor + Direct Equipment + Shipping to Retail 
Total Product 4 Direct Costs (from Direct Costs Schedule) = Direct Materials + 
Direct Labor + Direct Equipment + Shipping to Retail 
Total Product 5 Direct Costs (from Direct Costs Schedule) = Direct Materials + 
Direct Labor + Direct Equipment + Shipping to Retail 
Total Product 6 Direct Costs (from Direct Costs Schedule) = Direct Materials + 
Direct Labor + Direct Equipment + Shipping to Retail 
Total Product 7 Direct Costs (from Direct Costs Schedule) = Direct Materials + 
Direct Labor + Direct Equipment + Shipping to Retail 
Training & Safety (from Module B: Part Two) = input item specified by user 
Training & Safety (from Operations Costs Schedule) = value entered in Module B: 
Part Two 
Transportation to Marketing Center (from Product Pages 1 - 7) = cost per unit 
sold for transportation specified by user 
Transportation to Retail (from Product Pages 1 - 7) = cost per unit sold for 
transportation specified by user 
Travel & Lodging (from Marketing and Administrative Expenses Schedule) = 
value entered in Module B; Part Two 
Travel & Lodging (from Module B; Part Two) = input item specified by user 
Unit Contribution Margin (from Product Pages 1 - 7) = Wholesale Price (FOB 
Marketing Center) - Per Unit Cost of Goods Sold 
Units (from Module B: Part One) = Sale Unit Measure from product page 
Units Produced (from Direct Costs Schedule) = Projected Unit Sales in following 
period from Sales Schedule 
Wholesale Price (FOB Marketing Center) (from Product Pages 1 - 7) = Wholesale 
Price (FOB Retail Location) - Transportation to Retail 
Wholesale Price (FOB Retail Location) (from Product Pages 1 - 7) = Retail Price -
Retail Margin dollar value 
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Withdrawals or Dividends (from Balance Sheet) = see Less Withdrawals or 
Dividends 
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APPENDIX B; SEQUENTIAL DESCRIPTION OF MODEL 
Module A - Variable Production Cost Analysis 
Product Pages 1-7 (Columns A through AK) • 
Row 4: Product No. = 1 through 7 
Row 5: Product Name = product name identified by user 
Row 6: Sale Unit Measure = product's unit of measure identified by user 
Row 7: Monthly Sales Volume = sales volume per month specified by user 
Row 10: Link with financial analysis worksheet = linkage of product page to 
Module B: Part One initiated by user 
Row 13: Projection of Variable Costs is a heading. 
Row 15: Cost of Materials (FOB Marketing Center) is a heading. 
Row 16: Stumpage = cost per unit sold for stumpage purchase specified by user 
Row 17: Harvest Cost = cost per unit sold for harvesting activities specified by 
user 
Row 18: Transportation to Marketing Center = cost per unit sold for 
transportation specified by user 
Row 19: Total Cost of Materials Per Unit Sold = Stumpage + Harvest Cost + 
Transportation to Marketing Center 
Row 22: Labor = cost per unit sold for labor used in processing specified by user 
Row 23: Equipment Operating Expenses = cost per unit sold for equipment used 
in processing specified by user 
Row 24: Total Cost of Processing Per Unit Sold = Labor + Equipment Operating 
Expenses 
Row 26: Per Unit Cost of Goods Sold = Total Cost of Materials Per Unit Sold + 
Total Cost of Processing Per Unit Sold 
Row 29: Projection of Per Unit Revenue is a heading. 
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Row 31: Retail Price = retail price per unit specified by user 
Row 32: Retail Margin as Percent = percentage retained by retailer specified by 
user, then expressed as a dollar value = Retail Price * (Retail Margin as 
Percent/100) 
Row 33: Wholesale Price (FOB Retail Location) = Retail Price - Retail Margin 
dollar value 
Row 35: Transportation to Retail = cost per unit sold for transportation specified 
by user 
Row 36: Wholesale Price (FOB Marketing Center) = Wholesale Price (FOB Retail 
Location) - Transportation to Retail 
Row 39: Projection of Per Unit Margin is a heading. 
Row 40: Wholesale Price (FOB Marketing Center) = value previously calculated 
Row 41: Per Unit Cost of Goods Sold = value previously calculated 
Row 42: Unit Contribution Margin = Wholesale Price (FOB Marketing Center) -
Per Unit Cost of Goods Sold 
MnHiilft R Data finminarv 
MqM? P; Part One VapaNe Costs (Colynms AL thrpygh AO) 
Values are obtained from Module A. An "If statement is used to test for the user-
initiated linkage between Module A and Module B for each product. Default 
zeros or blanks are given for products that are not linked. When a product 
is linked, values &om Module A are referenced. 
Rows 51 through 59: 
Product Name = Product Name from product page 
Selling Price = Wholesale Price (FOB Retail Location) from product page 
Units = Sale Unit Measure from product page 
Monthly Sales Volume = Monthly Sales Volume from product page 
Annual Sales Volume = Monthly Sales Volume * 12 
Rows 62 through 70: 
Materials = Total Cost of Materials Per Unit Sold from product page 
Labor = Labor from product page 
Equipment = Equipment Operating Expenses from product page 
SWpping to Retail = Transportation to Retail from product page 
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Module B: Part Two Fixed Costs (Columns AM through AP) 
Rows 72 through 113: 
All items are inputs specified by user 
Module C 
Pro Forma Sales Schedule (Columns AS through BQ) 
Row 118: Product 1 is a heading. 
Row 119: Sale Price/Unit = Selling Price from Module B: Part One 
Row 120: Projected Unit Sales = Monthly Sales Volume from Module B: Part One 
Row 121: Product 1 Revenue = Sale Price/Unit * Projected Unit Sales 
Rows 123 through 151: 
Revenues for products 2 through 7 are calculated in a similar manner. 
Row 153: Gross Sales Revenue = Product 1 Revenue + Product 2 Revenue + 
Product 3 Revenue + Product 4 Revenue + Product 5 Revenue + 
Product 6 Revenue + Product 7 Revenue 
Pro Forma Direct Costs Schedule (Columns AS through BQ) 
Row 160: Product 1 is a heading. 
Row 161: Units Produced = Projected Unit Sales in following period from Sales 
Schedule 
Row 162: Direct Materials = Units Produced * per unit cost from Module B: Part 
One 
Row 163: Direct Labor = Units Produced * per unit cost from Module B: Part One 
Row 164: Direct Equipment = Units Produced * per unit cost from Module B: Part 
One 
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Row 165: Shipping to Retail = Units Produced * per unit cost from Module B: Part 
One 
Row 166: Total Product 1 Direct Costs = Direct Materials + Direct Labor + Direct 
Equipment + Shipping to Retail 
Rows 168 through 214: 
Direct costs for products 2 through 7 are calculated in a similar 
manner. 
Row 216: Total Direct Costs = Total Product 1 Direct Costs + Total Product 2 
Direct Costs + Total Product 3 Direct Costs + Total Product 4 Direct 
Costs + Total Product 5 Direct Costs + Total Product 6 Direct Costs + 
Total Product 7 Direct Costs 
Pro Forma Operations Costs Schedule (Columns AS through BQ) 
Row 222: Indirect Labor Costs = value entered in Module B: Part Two 
Row 223: Training & Safety = value entered in Module B: Part Two 
Row 224: Expendable Tools & Supplies = value entered in Module B: Part Two 
Row 225: Equipment Repair & Maintenance = value entered in Module B: Part 
Two 
Row 226: Equipment Rental = value entered in Module B: Part Two 
Row 227: Production Utilities = value entered in Module B: Part Two 
Row 228: Building Lease Costs = value entered in Module B: Part Two 
Row 229: Leasehold Improvements Amortization = value entered in Module B: 
Part Two 
Row 230: Depreciation for Equipment = value entered in Module B: Part Two 
Row 231: Depreciation for Buildings = value entered in Module B: Part Two 
Row 232: Operations Miscellaneous = value entered in Module B: Part Two 
Row 233: Total Operations Overhead = sum of all operations costs entries in 
period 
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Pro Forma Marketing and Administrative Expenses Schedule (Columns AS 
through BQ) 
Row 240: Marketing is a heading. 
Row 241: Advertising & Brochures = value entered in Module B: Part Two 
Row 242: Travel & Lodging = value entered in Module B: Part Two 
Row 243: Sales Salaries & Benefits = value entered in Module B: Part Two 
Row 244: Sales Commissions = value entered in Module B: Part Two 
Row 245: Total Marketing Expenses = sum of all marketing expenses in period 
Row 247: Administration is a heading. 
Row 248: Executive Salaries & Benefits = value entered in Module B: Part Two 
Row 249: Office Salaries & Benefits = value entered in Module B: Part Two 
Row 250: Office Supplies = value entered in Module B: Part Two 
Row 251: Office Utilities = value entered in Module B: Part Two 
Row 252: Telephone = value entered in Module B: Part Two 
Row 253: Office Rental = value entered in Module B: Part Two 
Row 254: Office Equipment Rental = value entered in Module B: Part Two 
Row 255: Depreciation for Office Equipment = value entered in Module B: Part 
Two 
Row 256: Depreciation for OflSce Building = value entered in Module B: Part Two 
Row 257: Insurance = value entered in Module B: Part Two 
Row 258: Taxes & Licenses = value entered in Module B: Part Two 
Row 259: Legal & Audit = value entered in Module B: Part Two 
Row 260: Start Up Cost Amortization = value entered in Module B: Part Two 
Row 261: Administrative Miscellaneous = value entered in Module B: Part Two 
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Row 262: Total Administrative Expenses = sum of all administrative expenses in 
period 
Row 263: Total Marketing & Administrative = Total Marketing Expenses + Total 
Administrative Expenses 
Pro Forma Capital Purchases Schedule (Columns AS through BQ) 
Rows 270 through 281: 
Line items specified by user are entered into this schedule. Purchase 
amounts are entered in projected purchases period. 
Row 282: Total Capital Purchases = sum of all entries in period 
Pro Forma Income Statement (Columns AS through BQ) 
Row 289: Gross Revenues = Gross Sales Revenue from Sales Schedule 
Row 291: Cost of Goods Sold is a heading. 
Row 292: Direct Costs = Total Direct Costs from Direct Costs Schedule 
Row 293: Operations Overhead = Total Operations Overhead from Operations 
Costs Schedule 
Row 294: Gross Margin = Gross Revenues - Direct Costs - Operations Overhead 
Row 296: Marketing Expenses = Total Marketing Expenses from Marketing and 
Administrative Expenses Schedule 
Row 297: Administrative Expenses = Total Administrative Expenses from 
Marketing and Administrative Expenses Schedule 
Row 298: Earnings Before Interest & Taxes = Gross Margin - Marketing 
Expenses - Administrative Expenses 
Row 299: Interest Expense = Total Interest Paid for period from Cash Flow 
Statement 
Row 300: Earnings Before Taxes = Earnings Before Interest & Taxes - Interest 
Expense 
1 8 5  
Row 302: Loss Carry Forward = Adjusted Taxable Earnings from previous period 
if value was negative 
Row 304: Adjusted Taxable Earnings = Earnings Before Taxes + Loss Carry 
Forward 
Row 306: Tax Liability = if Adjusted Taxable Earnings is a positive value, 
Adjusted Taxable Earnings * (Federal + State Tax Rates from Module 
B: Part Two/100); else zero 
Row 308: Net Income (or Loss) = Earnings Before Taxes - Tax Liability 
Pro Forma Cash Flow Statement (Columns AS through BQ) 
Row 315: Beginning Cash Balance = Closing Balance with Credit Draw from 
previous period 
Row 317: ADD: Cash Inflows is a heading. 
Row 318: Cash Receipts = Gross Sales Revenues from Sales Schedule 
Row 319: Accounts Receivable Collections = amonni adjusted hy user, default = 
blank 
Row 320: Interest Income = Marketable Securities from Balance Sheet * 
5/100/12 months 
Row 321: Loans = amount adjusted hy user, default = blank 
Row 322: Invested Capital = amount adjusted by user, default = blank 
Row 323: Total Cash Inflows = sum of cash inflow for period 
Row 325: MINUS: Cash Disbursements is a heading. 
Row 326: Direct Materials = Product 1 Direct Materials + Product 2 Direct 
Materials + Product 3 Direct Materials + Product 4 Direct Materials + 
Product 5 Direct Materials + Product 6 Direct Materials + Product 7 
Direct Materials, all values from Direct Costs Schedule 
Row 327: Direct Labor = Product 1 Direct Labor + Product 2 Direct Labor + 
Product 3 Direct Labor + Product 4 Direct Labor + Product 5 Direct 
Labor + Product 6 Direct Labor + Product 7 Direct Labor, all values 
from Direct Costs Schedule 
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Row 328; Direct Equipment = Product 1 Direct Equipment + Product 2 Direct 
Equipment + Product 3 Direct Equipment + Product 4 Direct 
Equipment + Product 5 Direct Equipment + Product 6 Direct 
Equipment + Product 7 Direct Equipment, all values from Direct 
Costs Schedule 
Row 329: Shipping to Retail = Product 1 Shipping to Retail + Product 2 Shipping 
to Retail + Product 3 Shipping to Retail + Product 4 Shipping to Retail + 
Product 5 Shipping to Retail + Product 6 Shipping to Retail + Product 7 
Shipping to Retail, all values from Direct Costs Schedule 
Row 330: Operations Overhead = Total Operations Overhead - Leasehold 
Improvements Amortization - Depreciation for Equipment -
Depreciation for Buildings, all values from Operations Costs Schedule 
Row 331: Marketing Expenses = Total Marketing Expenses/ro/n Marketing and 
Administrative Expenses Schedule 
Row 332: Administrative Expenses = Total Administrative Expenses -
Depreciation for Office Equipment - Depreciation for Office Building -
Start Up Amortization, all values from Marketing and Administrative 
Expenses Schedule 
Row 333: Interest on Credit Line = Interest Due on Line of Credit from previous 
period 
Row 334: Interest on Loans = Loans Payable from Balance Sheet * (Loan 
Interest Rate from Module B: Part Two/100)/12 months 
Row 335: Tax Payments = Tax Liability of previous 3 months from Income 
Statement, i.e. paid quarterly 
Row 336: Capital Purchases = Total Capital Purchases from Capital Purchases 
Schedule 
Row 337: Loan Principal Payments = amount adjusted by user, default = blank 
Row 338: Marketable Securities Purchase = amount adjusted by user, default = 
blank 
Row 339: Dividend/Owner Withdrawal = amount adjusted by user, default = blank 
Row 340: Total Cash Disbursements = sum of all disbursements in period 
Row 342: Total Inflows - Total Disbursements = Total Cash Inflows - Total Cash 
Disbursements 
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Row 345: Ending Cash Balance = Beginning Cash Balance + Total Inflows - Total 
Disbursements 
Row 347: Minimum Cash Balance Desired = value entered in Module B: Part Two 
Row 349: Extra Funds Needed = if Ending Cash Balance is greater than or equal 
to Minimum Cash Balance, then zero; else Minimum Cash Balance -
Ending Cash Balance 
Row 351: Draw on Credit Line = Extra Funds Needed 
Row 352: Payment on Line of Credit = if Ending Cash Balance is less than 
(Minimum Cash Balance * 2), then zero; else if Credit Line Balance 
from previous period is zero, then zero; else if Credit Line Balance from 
previous period is less than one-half of Ending Cash Balance, then 
Credit Line Balance; else one-half of Ending Cash Balance 
Row 353: Credit Line Balance = Credit Line Balance from previous period + Draw 
on Credit Line - Payment on Credit Line 
Row 354: Interest Due on Line of Credit = Credit Line Balance * (Credit Line 
Interest Rate from Module B: Part Two/100)/12 months 
Row 356: Total Interest Paid for Period = Interest on Credit Line + Interest on 
Loans 
Row 357: Total Principal Paid for Period = Loan Principal Payments + Payment 
on Line of Credit 
Row 359: Closing Balance with Credit Draw = Ending Cash Balance + Draw on 
Credit Line - Payment on Line of Credit 
Pro Forma Balance Sheet (Columns AS through BQ) 
Row 367: Current Assets is a heading. 
Row 368: Cash = Closing Balance with Credit Draw from Cash Flow Statement 
Row 369: Marketable Securities = Marketable Securities from previous period + 
Marketable Securities Purchase from Cash Flow Statement 
Row 370: Accounts Receivable = amount adjusted by user, default = blank 
Row 371: Inventory of Raw Materials = amount adjusted by user, default = blank 
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Row 372: Inventory of Work in Progress = amount adjusted by user, default = 
blank 
Row 373: Inventory of Finished Products = amount adjusted by user, default = 
blank 
Row 374: Prepaid Expenses = amount adjusted by user, default = blank 
Row 375: Total Current Assets = sum of all current assets in period 
Row 377: Fixed Assets is a heading. 
Row 378: Buildings & Equipment = Buildings & Equipment from previous period + 
Total Capital Purchases from Capital Purchases Schedule 
Row 379: Less Accumulated Depreciation = Less Accumulated Depreciation from 
previous period + (Depreciation for Equipment + Depreciation for 
Buildings) from Operations Costs Schedule + (Depreciation for Office 
Equipment + Depreciation for Office Building) from Marketing and 
Administrative Expenses Schedule 
Row 380: Net Buildings & Equipment = Buildings & Equipment - Less 
Accumulated Depreciation 
Row 382: Land = Land from previous period 
Row 384: Total Fixed Assets = Net Buildings & Equipment + Land 
Row 386: Total Assets = Total Current Assets + Total Fixed Assets 
Row 388: Current Liabilities is a heading. 
Row 389: Accounts Payable = amount adjusted by user, default = blank 
Row 390: Line of Credit = Credit Line Balance 
Row 391: Current Portion of Loans Payable = amount adjusted by user, default = 
blank 
Row 392: Accrued Wages = amount adjusted by user, default = blank 
Row 393: Income Taxes Payable = unpaid taxes for current quarter 
Row 394: Total Current Liabilities = sum of all current liabilities in period 
Row 396: Long Term Liabilities is a heading. 
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Row 397: Loans Payable = Loans Payable from previous period + (new Loans -
Loan Principle Payments) from Cash Flow Statement 
Row 398: Total Long Term Liabilities = sum of all long term liabilities in period 
Row 400: Total Liabilities = Total Current Liabilities + Total Long Term 
Liabilities 
Row 402: Owners' Equity is a heading. 
Row 403: Original Investment = Invested Capital in Month 1 from Cash Flow 
Statement 
Row 404: Subsequent Investments = Subsequent Investments from previous 
period + Invested Capital from Cash Flow Statement 
Row 405: Retained Earnings = Net Income (or Loss) from Income Statement 
Row 406: Less Withdrawals or Dividends = Dividend/Owner Withdrawals from 
Cash Flow Statement 
Row 407: Total Owners' Equity = Total Owners' Equity from previous period + 
Invested Capital from Cash Flow Statement + Retained Earnings -
Less Withdrawals or Dividends 
Row 409: Total Liabilities & Equity = Total Liabilities + Total Owners' Equity 
Module D - Financial Ratios Analysis 
(Columns CL through CR) 
Row 418: 
Current Ratio = Current Assets/Current Liabilities 
Current Assets = Total Current Assets from Balance Sheet 
Current Liabilities = Total Current Liabilities from Balance Sheet 
Row 421: 
Quick, or Add Test = (Current Assets - Inventory)/Current Liabilities 
Current Assets = Total Current Assets from Balance Sheet 
Inventory = (Inventory of Raw Materials + Inventory of Work in 
Progress + Inventory of Finished Products) from Balance Sheet 
Current Liabilities = Total Current Liabilities from Balance Sheet 
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Row 425: 
Inventory Turnover = Sales/Inventory 
Sales = Gross Revenues from Income Statement 
Inventory = (Inventory of Raw Materials + Inventory of Work in 
Progress + Inventory of Finished Products) from Balance Sheet 
Row 428: 
Average Collection Period = Accounts Receivable/(Sales/360) 
Accounts Receivable = Accounts Receivable from Balance Sheet 
Sales = Gross Revenues from Income Statement 
Row 431: 
Fixed Asset Utilization = Sales/ Fixed Assets 
Sales = Gross Revenues from Income Statement 
Fixed Assets = Total Fixed Assets from Balance Sheet 
Row 434: 
Total Asset Utilization = Sales/Total Assets 
Sales = Gross Revenues from Income Statement 
Total Assets = Total Assets from Balance Sheet 
Row 438: 
Debt to Equity = Total Liabilities/Owners' Equity 
Total Liabilities = Total Liabilities from Balance Sheet 
Owners' Equity = Total Owners' Equity/row Balance Sheet 
Row 441: 
Debt to Total Assets = Total Liabilities/Total Assets 
Total Liabilities = Total Liabilities from Balance Sheet 
Total Assets = Total Assets from Balance Sheet 
Row 444: 
Times Interest Earned = Earnings Before Interest & Taxes/Interest 
Expenses 
Earnings Before Interest & Taxes = Earnings Before Interest & Taxes 
from Income Statement 
Interest Expenses = Interest Expense from Income Statement 
Row 448: 
Profit Margin on Sales = Net Income/Sales 
Net Income = Net Income (or Loss) from Income Statement 
Sales = Gross Revenues from Income Statement 
Row 451: 
Return on Total Assets (ROA) = Net Income/Total Assets 
Net Income = Net Income (or Loss) from Income Statement 
Total Assets = Total Assets from Balance Sheet 
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Row 454: 
on Equity (ROE) = Net Income/Owners' Equity 
Net Income = Net Income (or Loss) from Income Statement 
Owners Equity = Total Owners' Equity/ro/n Balance Sheet 
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APPENDIX C: STATEMENT OF COPYRIGHT 
Statement of Copyright 
Disclaimer of Warranties and Limitation of Liabilities 
In developing the spreadsheet program described in this dissertation, the author 
has taken due care to ascertain its effectiveness. However, the author and the 
publisher make no expressed or implied warranty of any kind with regard to this 
program nor the documentation contained in this text. In no event shall the 
authors or the publisher be liable for incidental or consequential damages in 
connection with or arising out of the furnishing, performance, or use of this 
program or its supplementary information. 
COPYRIGHT. This program and its documentation is copyrighted. You may not 
copy or otherwise reproduce this program or its documentation in whole or in part, 
except that you may load the program into a computer as an essential step in 
executing the program on the computer. You may not transfer any part of this 
program electronically from one computer to another over a network. You may 
not distribute copies of this program or its documentation to others. Neither the 
program nor its documentation may be modified or translated without written 
permission from Iowa State University. 
NO WARRANTY OF PERFORMANCE. The author and Iowa State University 
do not and cannot warrant the performance or results that may be obtained by 
using the program described in this text. Accordingly, the program and its 
documentation is presented "as is" without warranty as to suitability, fitness, or 
performance for any particular purpose. The entire risk as to the results or 
performance of this program rests with the user. Should this program prove 
defective, you (and not the author or Iowa State University) assume the entire 
cost of all necessary servicing, repair, or correction. 
LIMITATION OF LIABILITY. Neither the author nor Iowa State University 
shall be liable for any direct, incidental, or consequential benefits, such as, but not 
limited to, loss of anticipated profits or benefits, resulting firom the use of this 
program or arising out of any breach of warranty. 
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APPENDIX D: ACCOMPANYING DISKETTE CONTAINING BUSINESS 
PLANNING SPREADSHEET 
Description 
Disk contains business planning spreadsheet entitled "Opportunity 
Analysis" and a companion macrosheet entitled "AID." Spreadsheet produces 
pro forma financial statements based upon data specified by user. Macrosheet 
provides macro commands for movement within spreadsheet. Macro 
commands also assist printing of reports. 
Svstem Requirements 
System requirements to operate the spreadsheet include: 
Macintosh SE or higher; 
Apple System Version 6.0 or higher; 
20 MB hard disk (minimum); 
2 MB RAM (minimum), 4MB (recommended); and 
Excel Version 3.0 or higher. 
